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ABSTRACT 


y  This  thesis  contains  an  investigation  of  alternate 
methods  of  providing  travel  advance  funds  to  travelers 
within  the  Department  of  the  Navy.  Current  private  sector 
and  public  sector  travel  advance  methods  are  discussed. 
Particular  emphasis  is  placed  on  (1)  the  timing  of  Treasury 
fund  disbursements,  (2)  the  convenience  of  the  method  for 
travelers,  and  (3)  whether  or  not  the  method  provides  an 
incentive  for  travelers  to  file  travel  claims  expeditiously. 

The  author  concludes  that  there  are  potential  benefits 
to  be  gained  through  implementation  of  charge  cards  and/or 
travelers  checks.  The  study  recommends  that  field  testing 
be  conducted  on  both  of  these  travel  advance  methods. 
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I .  INTRODUCTION 


A.  GENERAL  INFORMATION 

The  federal  government  currently  manages  an  annual  cash 
flow  of  over  $1  trillion.  The  combined  forces  of  high 
interest  rates,  huge  budget  deficits,  and  available 
technology  require  that  this  cash  flow  be  managed  as 
efficiently  and  effectively  as  possible. 

In  the  past  two  decades,  significant  advances  have  been 
made  in  cash  management  techniques.  The  private  sector  was 
the  early  leader  in  adopting  these  improved  capabilities. 
However,  in  the  past  ten  years,  there  has  been  considerable 
cash  management  activity  in  the  public  sector  as  well. 

The  Department  of  Treasury  and  the  Office  of  Management  and 
Budget  have  assisted  other  federal  agencies  in  developing 
cash  management  improvements.  Recent  legislation  and 
Presidential  reform  initiatives  in  the  field  of  cash 
management  have  had  a  definite  impact  on  the  operations  of 
all  federal  agencies. 

B.  NEED  FOR  A  STUDY  OF  TRAVEL  ADVANCE  METHODS 

The  fiscal  year  1984  travel  budget  for  the  Department  of 
Defense  was  over  $3  billion.  Navy  travel  accounted  for 
about  24%  of  this  total  or  about  $720  million  [Ref.  1:  p. 
G2-10].  At  any  given  time,  a  substantial  amount  of  these 


funds  are  outstanding  in  the  form  of  advance  travel 
payments.  In  the  current  system.  Treasury  funds  are 
disbursed  prior  to  the  actual  performance  of  travel  and  many 
of  these  advances  result  in  overpayments  which  must 
subsequently  be  tracked  and  collected.  Also,  the  Navy  has 
experienced  a  longstanding  problem  of  significant  numbers  of 
travel  claims  not  being  filed  in  a  timely  manner. 

The  Pay,  Travel,  and  Disbursing  Systems  division  of  the 
Office  of  the  Comptroller  of  the  Navy  has  requested  that  a 
study  of  alternate  travel  advance  methods  be  conducted. 

C.  OBJECTIVES  AND  SCOPE  OF  THE  THESIS 

The  objective  of  this  thesis  is  to  consider  the 
feasibility  of  adopting  alternate  travel  advance  methods 
within  the  Department  of  the  Navy.  Programs  which  appear  to 
be  most  beneficial  are  to  be  recommended  for  field  testing. 

Both  private  sector  and  public  sector  methods  are  to  be 
considered.  The  alternate  methods  are  to  be  compared  to  the 
current  Navy  system  in  areas  such  as  (1)  the  timing  of 
Treasury  fund  drawdown,  (2)  convenience  for  travelers,  and 
(3)  whether  or  not  the  system  provides  an  incentive  for 
travelers  to  file  travel  claims  expeditiously. 

D.  METHOD  OF  RESEARCH 

A  review  of  the  literature  that  was  available  from  the 
following  data  bases  was  completed: 


1.  Defense  Logistics  Studies  Information  Exchange,  U.  S. 
Army  Logistics  Management  Center,  Fort  Lee,  Virginia. 

2.  Defense  Technical  Information  Center  and  Defense 
Documentation  Center,  Defense  Logistcs  Agency,  Cameron 
Station,  Alexandria,  Virginia. 

3.  The  Naval  Postgraduate  School  Thesis,  Technical 
Reports,  and  General  Collections,  Monterey,  California. 

Interviews  were  conducted  with  directors  and  program 
managers  of  travel  advance  systems  in  the  Navy,  the  Army, 
the  Army  Corps  of  Engineers,  the  Department  of  Treasury,  the 
General  Services  Administration,  and  the  Department  of 
Defense.  In  addition,  one  Army  and  three  Navy  field  level 
travel  offices  were  visited  in  order  to  observe  current 
travel  system  operations. 

E.  THESIS  ORGANIZATION 

The  first  chapter  of  this  thesis  introduces  the  topic  of 
cash  management  as  applied  to  travel  advance  payments.  It 
also  describes  the  research  objectives  and  methods. 

Chapter  two  provides  background  information  on  the 
development  of  cash  management  in  the  private  and  public 
sectors.  It  discusses  cash  management  regulations  as 
applied  to  the  Department  of  Defense. 

Chapter  three  describes  the  travel  advance  method  that 
is  currently  used  in  the  Department  of  the  Navy.  It  also 
describes  several  travel  advance  methods  that  have  been 
adopted  by  private  corporations. 


Chapter  four  provides  a  description  of  the  travelers 
check  system  which  is  currently  being  used  in  the  Army.  The 
strengths  and  weaknesses  of  this  system  are  also  discussed. 

Chapter  five  describes  the  use  of  charge  cards  in  travel 
systems.  The  General  Services  Administration  contract  with 
Diner's  Club,  Inc.  is  discussed  in  detail. 

In  Chapter  six,  the  current  Navy  system  is  compared  with 
the  previously  introduced  travel  advance  methods. 

Chapter  seven  includes  a  brief  summary  of  the  study 
findings.  Conclusions  and  recommendations  for  further  study 


are  then  made . 


Ill . 


CURRENT  NAVY  AND  PRIVATE  SECTOR  TRAVEL  ADVANCE  SYSTEMS 


A.  NAVY  TRAVEL  REGULATIONS 

The  Joint  Travel  Regulations  manual  (JTR)  states  that 
"travel  and  transportation  allowances  prescribed  herein  are 
authorized  to  be  paid  in  advance.  Procedures  and  conditions 
under  which  advance  payments  may  be  made  will  be  prescribed 
in  the  respective  administrative  regulations  of  each  of  the 
Uniformed  Services."  [Ref.  13:  p.  23]  The  Navy's  main 
directive  which  governs  travel  is  the  U.S.  Navy  Travel 
Instructions  manual.  This  instruction  authorizes  advance 
payments  on  both  Permanent  Change  of  Station  (PCS)  and 
Temporary  Additional  Duty  (TAD)  travel.  The  instruction 
states,  "On  orders  directing  travel  in  connection  with 
temporary  additional  duty,  advance  payment  of  the  transpor¬ 
tation  and  travel  allowances  is  authorized.  Advance  payment 
will  be  computed  on  the  basis  of  amounts  to  be  reimbursed 
for  transportation  plus  estimated  per  diem  for  travel  time 
and  periods  of  temporary  additional  duty."  [Ref.  14: 
p.  14] 

Advance  payment  is  authorized  in  the  exact  amount 
anticipated  to  be  earned.  For  temporary  additional  duty 
travel  orders,  the  traveler's  permanent  command  will 
normally  complete  an  estimated  cost  which  is  entered  on  the 
travel  orders.  This  figure  is  used  for  obligation  of  funds 
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agencies  collections  were  deposited  daily.  It  was  estimated 
that  about  $700,000  in  interest  cost  would  be  saved 
annually.  [Ref.  10:  p.  48] 

In  March  1983,  the  Army  converted  its  Joint  Uniform 
Military  Pay  System  (JUMPS)  to  use  electronic  funds 
transfers.  Their  system  now  interfaces  with  the  Federal 
Reserve  Bank  data  distribution  network  and  can  now  use 
electronic  funds  transfers  within  the  continental  U.S.  This 
enhancement  replaces  the  older  system  in  which  checks  and 
composite  listings  were  mailed  to  nearly  10,000  financial 
organizations  monthly.  [Ref.  10:  p.  53] 

The  Department  of  the  Navy  has  recently  expanded  the  use 
of  Automated  Teller  Machines  (ATMs)  afloat.  This  has 
improved  cash  management  by  reducing  the  on  board  currency 
levels  and  the  number  of  Treasury  checks  issued.  In  like 
manner,  this  system  has  reduced  the  number  of  manhours 
required  for  payday  activities.  Also,  the  Department  of  the 
Navy  has  greatly  increased  the  use  of  electronic  funds 
transfers  for  both  disbursements  and  collections.  [Ref.  12: 
p.  6  ] 

It  is  readily  apparent  that  effective  cash  management 
has  become  an  absolute  requirement  throughout  all  agencies 
of  the  Federal  Government.  The  cash  management  initiatives 
of  the  past  ten  years  have  already  produced  significant 
savings  of  Federal  funds. 
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E.  CASH  MANAGEMENT  WITHIN  THE  DEPARTMENT  OF  DEFENSE 

The  Treasury  Cash  Management  Regulations  (I  TFRM  6-8000) 
which  were  published  in  1978  applied  directly  of  all  Federal 
agencies  including  the  Department  of  Defense.  OMB  Bulletin 
83-6  and  the  Prompt  Payment  Act  of  1982  also  significantly 
affected  cash  management  practices  within  the  Department  of 
Defense . 

DOD  has  instituted  improved  cash  management  practices  in 
numerous  areas.  For  example,  in  1978  DOD  assumed 
responsibility  for  managing  and  funding  the  overseas 
military  banking  program.  DOD  established  competitive  bids 
for  essential  banking  services  on  military  installations  in 
countries  which  were  not  constrained  by  a  conflicting  Status 
of  Forces  agreement.  This  program  saved  over  $14  million  in 
its  first  year  of  implementation  through  competitive  pricing 
and  reduced  interest  costs.  [Ref.  7:  p.  16] 

Another  example  of  the  effective  use  of  cash  management 
techniques  is  in  the  Defense  Security  Assistance  Agency  of 
the  Defense  Department.  The  agency  collects  approximately 
$200  million  annually  from  foreign  governments  on  Foreign 
Military  Sales  accounts.  The  previous  system  was  slow  in 
that  checks  took  several  days  of  processing  time  before 
being  deposited  in  a  Treasury  account.  To  expedite  the 
process,  a  Treasury  deposit  account  was  started  at  a 
commercial  bank  in  Washington  D.C.,  where  all  of  the 


Most  pertinent  to  this  study  of  travel  advances,  many 
agencies  have  instituted  cash  management  improvements  in 
their  travel  systems.  For  example,  the  Federal  Bureau  of 
Investigation  and  other  agencies  have  issued  credit  cards  to 
employees  who  travel  frequently  in  order  to  decrease  cash 
advances.  In  September  1983,  the  General  Services 
Administration  announced  a  contract  award  to  Diners  Club  for 
the  issuance  of  charge  cards  to  be  used  by  Federal 
employees.  The  cards  will  cover  transportation,  subsistence 
and  other  allowable  travel  expenses  incurred  during  official 
travel.  Total  outstanding  cash  advances  are  expected  to  be 
significantly  reduced.  The  Department  of  Interior  has 
instituted  better  cash  management  practices  in  liquidating 
outstanding  travel  advances.  A  coordinated  effort  resulted 
in  over  a  $2  million  reduction  in  travel  advances  over  a  two 
year  period.  [Ref.  10:  p.  48,  51] 

Many  future  programs  for  better  cash  management  within 
the  Federal  government  are  in  the  planning  stages.  One 
possibility  of  future  development  in  the  1990’s  includes 
establishment  of  a  national  financial  information  network. 
Regional  centers  would  be  able  to  input  data  which  could  be 
accessed  by  local  managers,  headquarters  of  the  various 
Federal  agencies,  and  central  financial  agencies.  A 
national  financial  information  network  could  improve 
Treasury  cash  management,  cash  forecasting,  and  Government¬ 
wide  financial  reporting.  [Ref.  10:  p.  4] 


to  the  TFCS.  By  1983,  70  percent  of  civilian  agency  large 

vendor  or  miscellaneous  payments  had  been  converted  to 
electronic  funds  transfer.  The  Treasury  Department  plans  to 
convert  virtually  all  grant  payments  to  TFCS  by  the  end  of 
1985.  [Ref.  10:  p.  3] 

Many  agencies  are  using  a  “lockbox"  system  for  cash 
receipts.  In  this  system,  incoming  receipts  are  forwarded 
to  a  commercial  bank  by  the  debtor  for  immediate  deposit  to 
the  Treasury  Department.  Under  the  previous  method  of 
payment,  receipts  were  first  forwarded  to  an  individual 
agency  which  would,  in  turn,  make  a  deposit  through  a 
commercial  bank.  The  lockbox  system  accelerates  the  actual 
credit  of  cash  receipts  into  the  Treasury  thereby  reducing 
Federal  borrowing.  [Ref.  10:  p.  50] 

Another  general  area  of  cash  management  improvements  has 
been  in  the  method  of  making  payments.  Here  again,  the 
Treasury  Financial  Communications  System  has  been  very 
effective.  Using  TFCS  for  payments  allows  disbursements  to 
be  made  so  that  recipients  are  paid  on  the  due  date.  This 
eliminates  interest  cost  due  to  early  payments  and  interest 
penalties  due  to  late  payments.  The  Treasury's  costs  for 
commercial  bank  services  are  reduced  because  of  the 
reduction  of  check  processing  requirements.  Also,  use  of 
TFCS  provides  Treasury  with  more  accurate  and  timely  funds 
information  which  aids  in  cash  forecasting.  [Ref.  10:  p.  45] 


"Perhaps  the  most  difficult  task  of  a  cash  management 
function  is  to  achieve  a  level  of  understanding  among  other 
functional  managers  such  that  time  value  of  money 
considerations  are  included  in  all  relevant  decision  making 
processes."  [Ref.  11:  p.  8]  Lack  of  motivation  for  Federal 
managers  has  been  a  problem  in  reaching  this  goal.  However, 
some  recent  steps  have  been  taken  to  alleviate  this  problem. 
Cash  management  initiatives  have  been  included  as  a  critical 
function  of  Senior  Executive  Service  and  Merit  Pay  programs. 
Also,  achievement  and  suggestion  awards  can  be  granted  for 
effective  cash  management.  [Ref.  5:  pp.  3-5] 

D.  EXAMPLES  OF  FEDERAL  CASH  MANAGEMENT  INITIATIVES 

Numerous  cash  management  improvements  have  been  made 
within  Federal  aqencies  in  the  past  ten  years.  One  general 
area  includes  methods  used  to  accelerate  collections.  In 
many  cases.  Depository  Bank  Accounts  (also  called  Treasury 
General  Accounts)  are  being  used  to  expedite  the  flow  of 
funds  to  the  Treasury  after  an  agency  has  received  them 
[Ref.  9:  p.  23].  Another  increasingly  popular  method  of 
accelerating  receipts  is  through  the  use  of  the  Treasury 
Financial  Communications  System  (TFCS).  This  is  an 
electronics  fund  transfer  (EFT)  system  which  enables  the 
Treasury  to  receive  funds  almost  immediately  through 
transfers  from  any  bank  in  the  country  [Ref.  4:  p.  37].  New 
methods  are  being  developed  to  provide  agencies  with  access 


c. 


IMPEDIMENTS  TO  PUBLIC  SECTOR  CASH  MANAGEMENT 


One  of  the  problems  in  developing  effective  cash 
management  initiatives  within  Federal  agencies  is  that  there 
is  little  direct  incentive  for  managers.  As  stated  in  the 
President's  Reorganization  Project  Report: 


There  has  been  little  incentive  in  the  Federal  Government 
for  program  and  financial  managers  to  practice  cash 
management.  Managers,  in  general,  received  no  rewards 
or  penalties  as  a  consequence  of  the  way  they  manage 
collections  and  disbursements.  With  few  exceptions, 
agencies  and  departments  experience  no  direct  cost  or 
benefit  related  to  the  cash  flows  they  handle.  This 
absence  of  incentives  for  managers  has  tended  to  result 
in  a  lack  of  attention  to  managing  cash  flows,  including 
a  low  priority  for  developing  modern  cash  management 
systems,  practices  and  techniques.  [Ref.  3:  p.  53] 


In  the  private  sector  interest  is  charged  directly  to  a 
business  and  the  managers  are  very  aware  of  interest  costs 
[Ref.  4:  p.  9].  One  of  the  problems  in  the  public  sector  is 
that  the  Treasury  Department  is  responsible  for  supplying 
the  necessary  cash  to  support  Government  programs  and  any 
costs  associated  with  the  acquistion  of  this  cash  is 
reflected  in  the  Treasury's  budget  [Ref.  4:  p.  42].  If  an 
action  taken  by  an  agency  saves  that  agency  money,  there  is 
an  incentive  to  take  that  action.  However,  there  is  little 
incentive  when  an  agency  expends  its  own  resources  and  the 
benefit  is  gained  by  another  agency  (in  this  case  the 
Treasury  Department).  [Ref.  4:  p.  15] 


Efficiency  (PCIE)  was  established  in  1981.  It  has  been 
influential  in  implementing  numerous  cash  management 
initiatives  throughout  the  Federal  government.  Most  of 
these  improvements  have  been  in  the  area  of  timely  debt 
collection  procedures.  [Ref.  10:  p.  38] 

During  fiscal  year  1983,  the  Treasury  Department  became 
responsible  for  the  cash  management  provisions  of  the 
President's  Reform  '88  initiatives.  During  that  year,  the 
Department  reviewed  and  approved  the  cash  management  plans 
of  20  Federal  agencies.  As  a  result,  the  government  saved 
over  $144  million  in  interest  costs  for  1983.  Also,  a 
management  information  system,  CASHMAN  was  developed  to  aid 
Treasury  Department  officials  in  monitoring  the  different 
agencies'  cash  management  practices.  [Ref.  10:  p.  22] 

The  previously  mentioned  Joint  Financial  Management 
Improvement  Program  sponsors  an  annual  financial  management 
conference  in  order  to  keep  Federal  managers  informed  of 
current  financial  management  techniques.  The  thirteenth 
annual  conference  was  held  in  April,  1984.  At  the 
conference  it  was  announced  that  in  fiscal  year  1983,  cash 
management  improvements  within  the  Treasury  Department 
resulted  in  interest  savings  of  $600  million.  Cumulative 
interest  savings  of  $4  billion  are  expected  by  1988.  [Ref. 


developing  regulations,  systems,  and  instructions.  It  also 
provided  specific  guidance  on  billings  and  collections, 
deposits,  disbursements,  cash  advances,  and  cash  held 
outside  the  cash  account  of  the  Treasury  Department.  [Ref. 

8:  p.  3] 

In  November  1978,  the  Treasury  Department  implemented 
regulations  to  earn  a  return  on  operating  cash  by  investing 
such  cash  in  depositories  maintaining  tax  and  loan  accounts. 
Initial  annual  savings  were  $75  million  and  were  expected  to 
increase  significantly  over  time  [Ref.  7:  p.  37].  Then,  in 
May  1979,  the  Office  of  Management  and  Budget  (OMB)  created 
the  Financial  Priorities  Program.  Cash  management  was 
identified  as  one  of  the  major  financial  issues  facing  the 
Federal  government  at  the  time.  [Ref.  3:  p.  1] 

During  the  1980's,  cash  management  initiatives  in  the 
Federal  government  have  increased  rapidly.  The  numerous 
laws  which  address  cash  management  issues  show  that 
lawmakers  want  government  managers  to  handle  money  more 
efficiently.  Examples  include  the  Prompt  Payment  Act,  the 
Debt  Collection  Act,  and  the  Federal  Managers'  Financial 
Integrity  Act.  The  current  Administration  is  also  extremely 
interested  in  improved  money  management.  This  has  been 
evidenced  by  the  President's  Council  on  Integrity  and 
Efficiency,  the  Grace  Commission,  the  President's  Reform  '88 
Project,  OMB  Circulars  A-123  and  A-125  and  OMB  Bulletin  83-6 
[Ref.  9:  p.  23].  The  President's  Council  on  Integrity  and 


In  December  1976,  the  Treasury  Department  released 
Circular  No.  1084  which  was  designed  to  broaden  the  Treasury 
Department's  overview  of  cash  management  practices  within 
the  Federal  agencies.  The  circular  applied  to  all 
government  agencies  and  required  that  agencies  conduct  cash 
activities  in  a  manner  that  would  maximize  the  amount  of 
cash  available  to  Treasury  on  a  continuing  basis.  Agencies 
were  directed  to  consider  the  earning  value  of  cash  balances 
in  determining  the  cost/benefit  relationship  of  financial 
decisions.  [Ref.  4:  pp.  30-31] 

In  November  1977,  President  Carter  directed  his 
reorganization  staff  and  the  Treasury  Department  to  conduct 
a  comprehensive  review  of  cash  management  practices 
throughout  the  Federal  government.  The  Federal  Cash 
Management  Project  was  formed  in  response  to  the  directive. 
The  goal  of  the  project  was  to  research  methods  of  applying 
cash  management  techniques  to  the  government's  cash  flow. 

The  project  initiated  more  than  80  improvements  which  were 
projected  to  result  in  an  annual  savings  of  over  $450  mil¬ 
lion  in  interest  payments.  [Ref.  7:  pp.  1,  6] 

Another  result  of  the  President's  Reorganization 
Project  was  the  publication  in  May  1978  of  the  Treasury 
Fiscal  Requirements  Manual  (TFRM )  -  Chapter  8000,  Cash 
Management.  Chapter  8000  provided  specific  guidance  to  all 
agencies  to  insure  consideration  of  cash  management  when 
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over  12  percent  [Ref.  Is  p.  24].  Effective  cash  management 
in  the  government  results  in  increased  availability  of  funds 
to  the  Treasury.  This  directly  impacts  on  the  amount  of 
Federal  borrowing  which  is  required  to  finance  deficits  or 
avoid  liquidity  shortages  [Ref.  5:  p.  3]. 

Cash  management  became  a  subject  of  interest  at  the 
Federal  department  and  agency  level  during  the  decade  of  the 
1970's.  The  Department  of  Treasury  had  been  managing  the 
government's  money  supply  for  almost  two  hundred  years. 
However,  it  was  only  during  that  decade  that  the  Treasury 
Department  actively  shared  its  concern  for  and  expertise  in 
the  management  of  cash  with  the  other  departments  and 
agencies.  [Ref.  3:  p.  1] 

One  of  the  significant  Federal  cash  management 
initiatives  was  the  creation  in  1971  of  the  Division  of 
Banking  and  Cash  Management  within  the  Treasury  Department. 
The  mission  of  this  division  included  coordinating  and 
assisting  Federal  agencies  in  designing  programs  which 
ensure  that  the  government's  money  is  effectively  managed 
[Ref.  3:  p.  1].  A  significant  achievement  in  identifying 
opportunities  for  cash  management  improvement  in  the  Federal 
government  was  the  1976  Money  Management  Study  of  the  Joint 
Financial  Management  Improvement  Program  (JFMIP).  Methods 
were  recommended  to  accelerate  receipts  and  better  control 
disbursements  and  working  cash  balances.  [Ref  6:  p.  II  6] 


least  a  generation  oehind  the  private  sector  in  cash 
management  sophistication."  [Ref.  3:  p.  56]  It  has  been  a 
widespread  practice  in  private  enterprise  since  about  the 
mid  1960's.  During  this  period,  several  factors  influenced 
the  development  of  cash  management  practices.  Interest 
rates  had  reached  levels  that  were  higher  than  at  any  other 
time  in  the  post  World  War  II  period.  The  opportunity  cost 
became  sufficiently  high  to  warrant  the  expense  of  managing 
cash.  Also,  through  the  development  of  high  speed  data 
processing  and  telecommunications,  corporate  managers  were 
able  to  monitor  and  control  cash  over  widely  dispersed 
organizations.  In  addition,  inflation  and  increasing 
company  size  had  raised  the  absolute  level  of  cash 
available.  This  further  increased  the  opportunity  cost  of 
holding  cash.  Finally,  many  regional  banks  began  to  offer 
cash  management  services  to  large  firms  that  had 
traditionally  dealt  primarily  with  money  center  banks.  [Ref. 

3:  p.  3] 

B.  CASH  MANAGEMENT  IN  THE  FEDERAL  GOVERNMENT 

The  value  of  effective  cash  management  is  directly  pro¬ 
portionate  to  the  volume  of  cash  flow  involved.  Considering  the 
Federal  government's  annual  cash  flow  of  over  a  trillion  dollars 
it  is  readily  apparent  that  effective  cash  management  practices 
are  of  significant  importance.  In  1978  interest  on  the  public 
debt  was  about  10  percent  of  the  Federal  budget.  Today  it  is 


II.  CASH  MANAGEMENT 


A.  BACKGROUND  INFORMATION 

"Cash  Management"  is  a  concept  that  has  received  a 
considerable  amount  of  attention  in  recent  financial 
management  literature  .  The  Office  of  Management  and  Budget 
(OMB)  has  defined  cash  management  as  "getting  the  most  out 
of  the  time  value  of  the  money  that  we  collect,  hold,  and 
disburse"  [Ref.  2:  p.  27].  Cash  management  can  be 
considered  to  be  an  integral  part  of  the  wider  field  of 
"financial  management".  The  overall  objective  of  financial 
management  is  the  effective  utilization  of  scarce  resources 
for  the  achievement  of  organizational  goals.  Therefore, 
cash  management  is  not  fundamentally  different  from 
management  of  other  financial  assets  such  as  accounts 
receivable  or  inventories  [Ref.  3:  p.  2]. 

There  are  three  basic  requirements  of  an  effective  cash 
management  program.  First,  receipts  should  be  collected  and 
deposited  as  soon  as  possible.  Second,  payments  should  be 
made  when  due.  Neither  early  payments  nor  late  payments  are 
in  accordance  with  effective  cash  management  policy.  Third, 
idle  cash  balances  should  be  minimized.  [Ref.  4:  p.  3] 

For  many  years,  the  private  sector  was  considerably 
ahead  of  the  public  sector  in  the  field  of  cash  management. 
"In  the  ten  year  period  1965  to  1975,  the  government  fell  at 


purposes.  The  local  disbursing  office  will  calculate  the 
estimated  cost  on  the  travel  orders  (including  transpor¬ 
tation,  per  diem,  and  miscellaneous  expenses).  According  to 
the  U.S.  Navy  Travel  Instructions,  this  total  sum  can  be 
advanced  to  the  traveler.  However,  this  provision  has  been 
modified  by  other  directives.  Disbursing  offices  are 
currently  authorized  to  pay  a  maximum  advance  of  80%  of  the 
estimated  travel  order  cost.  [Ref.  14:  p.  43,  49-51] 

The  regulations  do  not  specify  the  amount  of  lead  time 
prior  to  a  scheduled  travel  period  that  an  advance  can  be 
paid.  According  to  disbursing  office  personnel  at  several 
Naval  facilities,  most  travel  advances  are  usually  paid 
within  one  week,  prior  to  the  start  of  the  travel 
period.  A  Treasury  check  is  the  most  common  method  of 
payment . 

B.  PRIVATE  SECTOR  TRAVEL  SYSTEMS 

Business  travel  expense  has  become  a  significant 
cost  in  many  companies.  In  most  companies,  travel  and 
entertainment  is  the  third  largest  controllable  operating 
expense,  exceeded  only  by  salaries  and  data  processing.  It 
is  estimated  that  American  businesses  spent  over  $70  billion 
on  business  travel  and  entertainment  in  1981.  [Ref.  14:  pp. 
88-89] 

Several  general  methods  have  been  developed  to  control 
and  administer  this  business  travel.  These  approaches  can 
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be  divided  into  two  broad  categories:  "employee  funded"  and 
"company  funded".  In  an  employee  funded  program,  travelers 
use  their  own  funds  or  credit  vehicles  (such  as  charge 
cards)  to  pay  for  travel  related  expenses.  At  the  end  of 
the  travel  period,  the  employee  submits  an  expense  report 
and  is  subsequently  reimbursed  for  allowable  expenses. 

This  system  has  the  advantage  of  simplicity  and  it 
allows  the  company  to  avoid  costly  advanced  travel  payments 
altogether.  It  also  encourages  prompt  reporting  since  the 
employee  is  anxious  to  receive  reimbursement  prior  to  the 
due  date  of  charges  incurred  on  personal  credit  vehicles. 
However,  this  system  has  significant  deficiences.  The 
method  does  not  provide  the  company  with  a  very  high  degree 
of  travel  expense  control  and  does  not  provide  adequate 
management  information.  Prooably  the  most  significant 
drawback  is  the  lack  of  employee  acceptance.  Employees 
resent  having  to  use  their  personal  credit  or  funds  for 
company  business.  Furthermore,  this  practice  limits  the 
amount  of  credit  available  for  the  employees  own  use.  [Ref. 
16:  pp.  45-46] 

There  are  several  types  of  company- funded  programs  which 
are  in  general  use.  These  include:  cash  advances,  charge 
cards,  direct  billing  systems,  and  bank  drafts.  In  most 
cases,  companies  use  some  combination  of  these  systems.  In 
fact,  some  companies  use  all  of  the  above  methods  in  their 


travel  programs.  This  tends  to  greatly  increase  the 
administrative  burden  of  the  company's  travel  system.  [Ref. 
16 :  p .  46  3 

1 .  Cash  Advance 

The  earliest  travel  advance  method  was  the  use  of 
cash  advances.  In  1981,  a  survey  indicated  that 
approximately  eighty  percent  of  American  companies  still 
allow  some  form  of  cash  advance  in  their  company  travel 
programs.  In  many  cases,  cash  advances  are  only  used  to 
supplement  another  type  of  program  in  order  to  cover 
incidental  expenses.  However,  some  of  the  companies  which 
were  surveyed  in  1981,  had  up  to  10%  of  their  annual  travel 
budgets  tied  up  in  cash  advances  at  any  given  time.  [Ref. 

17:  p.  83 ] 

The  cash  advances  can  be  permanent  or  temporary. 
Permanent  advances  are  usually  held  by  executives  who 
frequently  have  to  travel  on  a  short-notice  basis. 

Temporary  advances  are  issued  before  each  scheduled  period 
of  company  travel.  Permanent  advances  are  costly  for  a 
company  in  terms  of  cash  flow  and  are  subject  to  serious 
abuse.  An  example  is  cited  in  which  a  company  changed  their 
travel  policy  and  asked  executives  to  return  their  travel 
advances.  The  senior  managers  were  shocked  when  many  of  the 
executives  said  that  the  funds  could  not  be  returned 


immediately.  They  said  that  their  "advances  were  in  money 
market  funds  and  it  would  take  a  while  to  get  them  out." 
[Ref.  18:  pp.  184,  187] 

In  the  temporary  advance  system,  the  cost  of  the 
travel  period  is  estimated  and  the  company  advances  cash  in 
order  to  cover  anticipated  expenses.  The  program  directly 
supports  the  traveler  in  that  the  employee  is  completely 
paid  in  advance.  However,  there  are  significant 
disadvantages  to  the  company.  This  policy  involves 
considerable  negative  "float"  for  the  company's  funds.  In 
other  words  the  company  is  disbursing  money  sooner  than  the 
expenses  are  actually  incurred  by  the  employee.  In  some 
cases,  employees  receive  cash  advances  more  than  a  week 
before  the  travel  period  is  even  scheduled  to  begin  and  the 
travel  may  extend  for  several  weeks.  Another  drawback  to 
this  type  of  system  is  that  companies  do  not  receive 
sufficient  management  information  to  negotiate  corporate 
discounts  for  items  such  as  lodging  and  car  rental.  Also, 
the  employee  has  little  incentive  to  submit  expense  reports 
in  a  timely  manner.  [Ref.  16:  p.  46] 

2 .  Direct  Billing  System 

One  improvement  over  a  strictly  cash  advance  travel 


program  is  the  direct  billing  system.  Participating 
companies  are  billed  directly  by  travel  agencies  for  items 
such  as  transportation  and  lodging.  The  travel  agency 


handles  many  of  the  travel  planning  details  and  the  company 
does  not  pay  any  additional  amount  for  the  service.  The 
agencies  usually  bill  on  a  weekly  basis.  This  system  is 
convenient  for  the  employee  and  it  provides  some  useful 
management  information  for  monitoring  and  controlling 
purposes.  However,  it  is  of  limited  value  in  extending  the 
company's  float  for  travel  expense  payments.  [Ref.  16:  p. 

46] 

3 .  Draft  Payment  System 

Another  method  currently  being  used  is  a  draft 
payment  system  (also  called  "letters  of  credit").  This 
system  is  frequently  used  for  employees  such  as  traveling 
route  salesmen.  In  a  typical  system,  each  participating 
employee  is  assigned  a  weekly  expense  limit.  They  are  also 
provided  with  a  book  of  drafts  and  an  authorization  letter. 
The  drafts  are  imprinted  with  the  company  name  and  bank 
name.  The  traveler  usually  cashes  one  draft  per  week  in  the 
exact  amount  of  his/her  total  reimbursable  expenses  for  the 
period.  The  drafts  can  be  cashed  at  most  banks  and  in  many 
hotels  and  other  retail  establishments.  The  traveler  then 
forwards  a  carbon  of  the  draft  and  any  required  receipts  to 
the  company  headquarters  for  processing.  [Ref.  19:  pp. 

61-62] 

One  of  the  largest  administrators  of  draft  payment 


systems  is  the  Traveletter  Corporation.  Traveletter  had 


approximately  3,000  corporate  clients  in  1981  including 
several  large  companies  such  as  Alcoa,  Olin,  and  Western 
Electric.  Costs  of  Traveletter  services  vary  with  the 
number  of  travelers  that  a  company  enrolls.  For  example,  in 
1981  if  a  company  had  200  travelers,  each  drawing  about  $250 
per  week  from  the  draft  system,  the  annual  fee  per  traveler 
was  approximately  $28.  [Ref.  20:  pp.  84-85] 

Advantages  of  the  draft  system  include  its 
relatively  low  cost  and  the  elimination  of  standing  advances 
for  traveling  personnel.  It  also  prevents  delays  for 
travelers  in  waiting  for  expense  account  verification  and  it 
encourages  the  travelers  to  file  expense  reports  in  a  timely 
manner.  The  draft  system  has  several  safeguards  which 
protect  the  company  and  the  cashing  establishment.  These 
include:  (1)  an  expiration  date,  (2)  a  specific  number 
assigned  to  each  traveler,  (3)  traveler's  signature,  (4) 
bank  name,  (5)  dollar  limit  for  the  expense  period  and  (6) 
an  endorsement  section  for  the  cashing  establishment  [Ref. 
19:  pp.  61,  126].  One  disadvantage  of  the  draft  system  is 

that  it  usually  is  operated  on  a  weekly  payment  basis.  This 
limits  the  "float"  potential  available  to  the  company. 

[Ref.  16:  p.  46] 

4 .  Charge  Card 

Another  method  used  for  company  travel  is  the  charge 


card.  Some  companies  have  adopted  "limited  purpose"  cards 
while  others  are  using  general  purpose  "corporate"  cards. 


Examples  of  limited  purpose  cards  include  those  cards  used 
to  charge  car  rentals  or  airline  tickets.  This  system  does 
provide  a  decrease  in  the  amount  of  cash  advances  that  the 
company  must  provide.  However,  each  card  covers  only  a 
portion  of  the  traveler’s  possible  expenditure  requirements. 
The  burden  of  reconciling  different  bills,  in  different 
formats  can  add  considerably  to  the  administrative  cost  of  a 
company's  travel  program.  [Ref.  15:  p.  88] 

One  of  the  most  sophisticated  travel  programs  is  the 
corporate  charge  card  system.  Company  travelers  are  issued 
a  charge  card  which  is  imprinted  with  the  company  name  and 
the  employee's  name.  Two  billing  methods  are  currently 
being  used  with  this  type  of  program.  In  one  system,  the 
company  is  billed  for  all  employee  charges.  In  the  more 
popular  version,  the  employee  is  billed  directly  by  the 
charge  card  company  on  a  monthly  basis.  [Ref.  16:  p.  46] 
Diners  Club,  American  Express  and  Carte  Blanche 
offer  similiar  programs.  The  card  systems  provide 
management  with  excellent  control  over  travel  expenses  and 
aid  in  recordkeeping.  All  three  programs  also  offer  free 
travel  insurance  for  company  travelers.  The  charge  card 
system  provides  a  significant  "float"  advantage  for 
participating  companies.  If  just  cash  flow  is  considered, 
the  advantages  to  the  company  are  maximized  in  the 
centralized  billing  method.  As  one  company  treasurer 


32 


stated,  "It  takes  anywhere  from  60  to  90  days  for  travel 
expenses  to  be  incurred  once  the  vouchers  are  processed, 
sent  to  the  card  companies  and  then  sent  to  us-  which  is 
like  having  three  month's  credit  without  paying  interest." 
The  "float"  advantage  for  the  company  is  decreased  slightly 
in  the  non-centralized  billing  system.  The  employee  is 
usually  reimbursed  by  the  company  prior  to  the  due  date  of 
his/her  credit  card  charges.  [Ref  20:  pp.  87-88] 

The  credit  card  system  eliminates  the  requirement 
for  all  other  systems  except  for  small  cash  advances  for 
miscellaneous  travel  items  which  would  be  difficult  to 
charge.  These  include  travel  expenses  such  as  ground 
transportation,  tips,  laundry,  and  fast-food  restaurant 
meals.  These  miscellaneous  items  are  estimated  at  only  10% 
of  required  travel  expenses.  [Ref.  20:  p.  88] 

C.  TRAVEL  EXAMPLES  IN  THE  CURRENT  NAVY  SYSTEM 

This  section  will  discuss  examples  of  temporary  duty 
travel  using  the  current  Navy  travel  advance  method. 
Particular  attention  will  be  paid  to  the  traveler's 
incentive  to  expeditiously  file  a  travel  claim  after  the 
conclusion  of  travel.  As  previously  noted,  the  Navy  has 
experieinced  a  problem  with  personnel  not  filing  travel 
claims  in  a  timely  manner. 

The  current  Navy  system  is  basically  the  same  as  a 
corporate  cash  advance  system  except  that  Treasury  checks 


are  issued  instead  of  currency  or  business  checks.  For 
these  examples,  it  is  assumed  that  a  two-week  scheduled 
travel  period  is  expected  to  result  in  a  reimbursable  cost 
of  $800.  It  is  further  assumed  that  the  traveler  receives  a 
travel  advance  of  $640  (80%)  in  the  form  of  a  Treasury 
check . 

1 .  Travel  Cost  Estimate  I s  Accurate 

In  this  scenario,  the  traveler  has  incurred 
reimbursable  expenses  of  approximately  $800.  The  $640  cash 
advance  was  insufficient  to  completely  pay  for  these 
expenses.  The  traveler  would  have  had  to  use  his/her  own 
funds  or  credit  to  cover  the  additional  $160  required  for 
the  trip.  At  the  end  of  the  trip,  the  traveler  has  an 
incentive  to  file  a  travel  claim  as  soon  as  possible. 

He/she  would  be  eligible  for  an  additional  $160  payment. 

2 .  Reimbursable  Travel  Costs  Overestimated 

This  situation  can  be  the  result  of  a  shortened 
travel  period,  inaccurate  cost  estimates,  cancellation  of 
travel  requirements,  etc.  In  some  cases,  the  amount  of 
actual  travel  expenses  is  less  than  the  original  estimated 
costs  but  more  than  the  travel  advance  amount.  In  others, 
the  amount  of  reimbursable  travel  expenses  is  less  than  the 
travel  advance  amount.  In  the  latter  case,  the  traveler 
will  be  required  to  pay  back  the  amount  in  which 
reimbursable  expenses  were  exceeded  by  the  travel  advance. 
The  traveler  will  have  no  incentive  to  file  a  travel  claim 
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expeditiously  since  a  payment  to  the  government  will  be  due 
after  the  claim  is  settled.  In  the  meantime,  the  traveler 
has  the  use  of  the  excess  advanced  funds.  This  is  an 
unnecessary  expenditure  for  the  government  which  results  in 
additional  interest  expense. 

3 .  Reimbursable  Travel  Costs  Underestimated 

This  situation  can  result  from  inaccurate  cost 
estimates  or  an  unforseen  extension  of  the  travel  period 
length.  The  travelers  have  two  options.  They  may  choose  to 
pay  the  additional  expenses  with  their  own  funds  or  credit. 
Alternatively,  in  some  circumstances  such  as  a  travel  period 
that  has  been  extended,  they  may  be  eligible  to  request  a 
travel  order  modification  and  additional  travel  advance  from 
their  permanent  command.  Once  the  order  modification  has 
been  received,  they  can  receive  a  supplemental  advance 
either  from  their  home  station  or  at  their  temporary 
additional  duty  location. 

At  the  end  of  the  travel  period,  the  traveler's 
incentive  to  promptly  file  a  travel  claim  would  depend  on 
which  option  had  been  used.  If  the  traveler  had  used  his 
own  funds  or  charge  cards,  he/she  would  be  eligible  for  an 
additional  payment  and  would  have  an  incentive  to  file  the 
travel  claim  as  soon  as  possible.  If  a  supplemental  advance 
had  been  paid,  the  traveler  would  have  an  incentive  to  file 
promptly  only  if  he/ she  expected  that  the  funds  advanced 
were  less  than  the  total  reimbursable  expenses. 
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IV.  THE  ARMY  TRAVELERS  CHECK  PROGRAM 


A.  BACKGROUND  INFORMATION 

One  possible  approach  to  improving  advance  travel 
payment  methods  is  the  Army's  travelers  check  program.  The 
program  was  an  outgrowth  of  an  earlier  program  which  was 
designed  to  reduce  the  costs  incurred  by  Army  trainees  for 
travelers  checks  and  money  orders.  In  1982,  the  Army  Audit 
Agency  (AAA)  estimated  that  Army  personnel  were  spending 
approximately  $1.5  million  annually  for  travelers  checks  and 
money  orders.  Army  officials  proposed  that  the  Treasury 
Department  make  available  a  "Government  travelers  check" 
which  could  be  issued  to  personnel  by  Finance  and  Accounting 
Offices  (FAOs).  In  July  1982,  the  proposal  was  declined  by 
the  Treasury  Department  due  primarily  to  the  administrative 
requirements  of  the  program  and  the  fact  that  travelers 
checks  were  available  from  the  private  sector.  [Ref  22: 
p.  1]  Army  officials  continued  to  be  interested  in  the 
capability  of  issuing  travelers  checks  and  the  proposed  uses 
were  expanded  to  include  advanced  travel  payments, 
separation  payments  and  other  personnel  advance  payments. 

In  November  1983,  the  Army  commenced  an  operational  test 
of  the  use  of  travelers  checks  in  Finance  and  Accounting 
Offices.  Contracts  had  been  negotiated  with  four  commercial 
vendors  of  travelers  checks.  The  vendors  included:  Chase 
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T/C  Service  Corporation,  Bank  of  America,  Republic  Bank  of 
Dallas,  and  Central  Bank  of  California.  These  four 
commercial  banking  institutions  were  selected  on  a 
competitive  bid  basis.  Eighteen  test  sites  throughout  the 
U.S.  were  chosen  to  participate  in  the  test.  These  eighteen 
sites  had  responded  to  a  request  for  volunteers  to 
participate  in  the  test  program.  Each  vendor  had  contracted 
to  provide  a  total  of  $1.25  million  in  travelers  checks 
allocated  among  either  four  or  five  of  the  test  sites.  [Ref 
23:  p.  18] 

The  contracts  with  each  vendor  were  basically  similiar. 
An  example  of  a  contract  which  was  in  effect  during  the  test 
timeframe  is  included  as  Appendix  A.  Each  of  the  vendors 
provided  an  initial  maximum  travelers  check  inventory  of 
$175,000  at  each  test  site.  The  vendor,  at  its  expense,  was 
to  provide  the  actual  travelers  checks,  all  necessary 
records  and  report  forms,  and  related  accessories  (such  as 
customer  wallets).  The  unused  accessories  and  all  unused  or 
spoiled  travelers  checks  remained  the  property  of  the 
vendor.  In  addition,  the  vendor  was  to  provide  a  series  of 
monthly  reports  to  the  Army  Finance  and  Accounting  Center. 
These  reports  included  (1)  checks  issued,  (2)  checks 
outstanding,  (3)  check  inventory  levels,  (4)  checks  reported 
lost,  stolen,  voided  or  refunded,  (5)  checks  prepaid,  and 
(6)  float  account  analysis  [Ref.  24:  pp.  2,  3].  In  this 
context,  "float  represents  funds  in  the  hands  of  both  the 


travelers  check  receiver  and  the  travelers  check  contractor 
due  to  the  normal  lag  in  the  check  collection  process"  [Ref 
22:  p.  2].  It  was  through  the  float  provision  that  the 
contractor  was  to  recognize  income.  It  is  interesting  to 
note  that  during  the  term  of  the  pilot  test,  the  vendor 
and  the  government  shared  the  "float"  income.  The  specific 
share  formula  which  was  established  with  one  of  the 
vendors  was  as  follows  [Ref.  24:  p.  4]: 


On  the  last  business  day  of  each  week,  the  Contractor 
will  determine  the  outstanding  cheque  balance  in  the 
government  account  and  reduce  this  balance  by  the  amount 
of  those  cheques  paid  by  the  Contractor  during  the  week 
but  for  which  the  proceeds  have  not  been  remitted  by  the 
Government.  These  weekly  net  outstandings  will  then  be 
averaged  for  the  month  to  arrive  at  the  monthly  investable 
balance.  The  income  from  this  investable  balance  will  be 
determined  by  multiplying  it  by  the  monthly  equivalent  of 
the  three  month  Treasury  Bill  rate  as  published  in  the  New 
York  Times  on  the  last  business  day  of  the  month.  This 
income  will  then  be  reduced  by  the  Contractor’s  operating 
expense  calculated  at  seventy  cents  per  one  hundred 
dollars  in  sales  during  the  month.  This  net  income  will 
be  shared  equally  between  the  Contractor  and  the 
Government  and  paid  quarterly. 


The  vendor  was  responsible  for  covering  losses  due  to 
counterfeiting,  fraud,  or  loss  of  travelers  checks  which  had 
been  issued  by  the  FAOs.  The  Army  was  liable  to  the 
contractor  for  loss  of  blank  travelers  checks  while  in  the 
custody  of  the  FAO.  The  Army  was  required  to  safeguard 
blank  travelers  checks  under  the  same  regulations  which 
applied  to  safeguarding  and  protecting  cash.  [Ref.  2:  pp. 
3-5] 
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On  a  daily  basis,  the  participating  FAOs  were  required 
to  submit  a  U.S.  Treasury  check  to  the  contractor  for  the 
face  value  of  the  travelers  checks  which  had  been  issued 
that  day.  The  remittances  were  to  be  mailed  no  later  than 
the  next  business  day  following  the  day  in  which  the 
travelers  checks  had  been  issued.  [Ref.  24:  p.  5] 

By  the  end  of  March  1984,  over  24  thousand  payments  with 
a  total  value  of  over  $12  million  were  made.  Feedback 
from  both  the  accounting  offices  and  customers  was 
highly  positive.  Cash  holdings  of  the  FAOs  declined 
considerably.  For  example,  the  Tank  Automotive  Command  FAO 
decreased  cash  holding  authority  from  $50,000  to 
$20,000.  The  Army  released  a  Request  for  Proposal  for  an 
Army-wide  travelers  check  program  on  30  April  1984.  [Ref. 

25] 

B.  THE  ARMY  CONTRACT  WITH  BANK  OF  AMERICA 

In  June  1984,  a  contract  was  awarded  to  the  BA  Cheque 
Corporation  to  provide  BankAmerica  travelers  checks  uo 
military  and  civilian  members  of  the  Department  of  Defense 
at  Army  FAOs.  The  period  of  the  contract  was  from  1  July 
1984  through  30  June  1985.  The  contract  is  renewable  at  the 
option  of  the  Government  for  an  additional  two  years  [Ref 
A4,  pp.3-6].  A  copy  of  the  contract  is  included  as  Appendix 

B. 
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Club,  Inc.  cards.  Foreign  currency  conversion  is  provided 
at  no  fee  to  the  traveler.  [Ref.  33:  p.  5] 

Another  direct  benefit  is  the  management  information 
which  is  provided  in  the  reports  distributed  by  Diner's 
Club,  Inc.  The  reports  are  designed  to  help  organizations 
(1)  plan  budgets,  (2)  track  spending,  (3)  monitor 
departments  and  cost  centers,  (4)  assure  adherence  to 
budgets,  (5)  reduce  administrative  costs,  and  (6)  assist  in 
negotiating  better  vendor  discounts.  The  Vendor  Analysis 
Report  allows  an  agency  to  analyze  vendor  activity  and 
prices  in  order  to  realize  more  favorable  discount  rates. 
[Ref.  32:  p.  VII  1] 

As  will  be  shown  shortly  by  some  travel  examples, 
adoption  of  the  program  could  greatly  reduce  the  incentive 
for  personnel  to  delay  submitting  travel  claims.  This  would 
aid  a  longstanding  travel  system  problem. 

E.  DISADVANTAGES  OF  THE  CHARGE  CARD  PROGRAM 

Feedback  from  government  agencies  which  have  adopted  the 
program  has  been  very  positive.  However,  the  program  does 
require  some  administrative  time  at  the  unit  level.  At 
least  one  employee  must  assist  in  enrolling  and  disenrolling 
personnel  in  the  program.  The  time  requirement  and 
responsibilities  have  been  reported  as  minimal.  Still,  when 
considered  on  a  system  wide  basis,  these  administrative 
requirements  can  certainly  not  be  totally  disregarded. 
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A  brief  description  and  examples  of  each  of  the  above 
reports  is  included  in  Appendix  C. 


D.  BENEFITS  OF  THE  CREDIT  CARD  PROGRAM 

The  GSA  charge  card  program  has  provided  significant 
benefits  to  those  government  agencies  which  have  adopted  it. 
At  no  cost  to  the  government,  the  program  provides  the 
opportunity  to  drastically  reduce  the  amount  of  advanced 
travel  funds.  As  previously  noted,  currently  more  than  $250 
million  in  cash  advances  is  outstanding  throughout  the 
Federal  government  [Ref.  29:  p.  II  2].  If  adoption  of 
the  credit  card  program  could  reduce  this  average  amount  by 
20%,  the  program  would  generate  annual  savings  to  the 
Treasury  of  $5.5  million  at  a  T-bill  interest  rate  of  11%. 

The  program  provides  many  direct  benefits  and 
conveniences  for  Government  travelers.  For  instance, 
security  from  theft  or  loss  of  advanced  funds  is  provided 
through  use  of  the  charge  card  and  emergency  card 
replacement  is  available  on  a  24-hour  basis.  Personal  check 
cashing  (with  Agency  approval)  is  provided  to  cardholders  at 
participating  Western  Union  offices  and  hotels/motels.  If 
travelers  charge  airline  or  other  common  carrier  fares  to 
their  Diner's  Club,  Inc.  card,  they  are  automatically 
covered  with  $150,000  travel  accident  insurance  at  no 
additional  cost.  Participating  hotels/motels  guarantee 
room  reservations  which  have  been  confirmed  by  the  Diner's 


52 


Diner's  Club,  Inc.  provides  a  24-hour-a-day,  toll-free  phone 
number  for  this  purpose.  All  lost  or  stolen  cards  will  be 
replaced  by  Diner's  Club,  Inc.  within  24  hours  after  the 
report  is  received.  There  are  several  continental  U.S. 
offices  which  replace  cards  "while-you-wait",  and,  in  overseas 
locations,  many  Diner's  Club,  Inc.  franchise  offices  can 
replace  lost  or  stolen  cards.  [Ref.  32:  p.  II  2] 

Diner's  Club,  Inc.  provides  participating  units  with 
management  oriented  reports  at  no  charge  to  the  Government. 

The  standard  reports  include  the  following:  [Ref.  32:  pp. 

VII  2-4]. 

RECAP  (Review  of  Employee  Charge  Activity  Performance) 

RECAP  Exception  Listing 
Projected  Renewal  Report 
Agency  Member  List 

Individual  Account  Activity  Summary 
Trial  Balance  Report 
Vendor  Analysis  Report 
Airline  Credit  Report 
Monthly  Volume  Report 
Monetary  Activity  Report 
In  addition,  there  are  two  special  reports : 

Audit  Report 

Common  Carrier  Report 


-- 
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The  Diner's  Club,  Inc.  card  is  accepted  at  approximately 
600,000  locations  throughout  the  world.  These  include 
restaurants,  hotels/motels,  airlines,  car  rental  agencies 
and  service  stations.  If  an  individual  traveler  encounters 
an  establishment  which  is  especially  convenient  for 
Government  travelers  but  does  not  accept  Diner's  Club,  Inc. 
cards,  a  form  can  be  completed  which  alerts  the  company  to  a 
possible  expansion  opportunity  [Ref.  31:  p.  2].  The 
individual  traveler  is  billed  on  a  monthly  basis  for  all 
charged  expenses.  Citicorp  estimates  that  the  time  lag 
between  the  incurrence  of  the  expense  and  when  the 
individual  will  be  required  to  make  payment  is  approximately 
45-55  days.  Air  travel  charges  average  60  days  before 
payment  is  due.  [Ref.  32:  p.  II  2] 

Diner's  Club,  Inc.  uses  a  "collection  matrix"  which 
considers  account  days  overdue  and  the  monetary  amount  in 
order  to  collect  on  overdue  accounts.  A  series  of 
progressively  stronger  delinquency  notices  are  sent  directly 
to  the  individual  by  Diner's  Club,  Inc.  Examples  of  these 
notices  are  included  in  Appendix  C.  The  program  director 
also  receives  information  concerning  overdue  accounts.  With 
the  agency's  concurrence,  delinquent  accounts  may  be 
cancelled  by  Diner's  Club  Inc.  [Ref.  32:  pp.  IV  3-5] 

In  the  instance  of  lost  or  stolen  cards,  neither  the 
individual  cardholder  nor  the  agency  is  liable  for 
fradulent  charges  so  long  as  the  loss  is  promptly  reported. 


options.  The  contract  does  not  require  the  payment  of  any 
fees  by  the  government.  Diners  Club,  Inc.  realizes  income 
through  charges  to  the  vendors  which  accept  the  cards  for 
payment.  [Ref.  29:  p.  I  1] 

Each  agency  which  participates  in  the  credit  card 
program  designates  sub-account  units  (divisions,  branches, 
etc.)  to  administer  the  program  at  the  local  level.  A 
"program  director"  who  coordinates  with  Diner's  Club,  Inc. 
is  designated  in  each  unit.  The  program  director  is 
supplied  with  all  required  forms  for  personnel  enrollment 
and  disenrollment  in  the  program.  If  an  employee  meets  the 
agency's  criteria  for  card  issuance,  he/she  may  elect  to 
complete  a  Government  Card  Application  form.  The  completed 
application  is  forwarded  to  Diner’s  Club,  Inc.  by  the 
program  director  and  the  name  embossed  cards  are  mailed 
directly  to  the  employee's  billing  address.  [Ref.  29: 
pp.  1-4] 

A  credit  check  is  not  conducted  prior  to  the  issuance 
of  a  new  card.  However,  Diner's  Club,  Inc.  reserves  the 
right  to  conduct  a  credit  check  at  a  later  date.  Card 
cancellation  is  only  allowed  with  the  concurrence  of  agency 
officials.  When  an  employee  leaves  an  agency  or  transfers 
from  the  local  unit,  the  program  coordinator  notifies 
Diner's  Club,  Inc.  to  cancel  the  account.  The  issued  cards 
are  valid  for  a  period  of  one  year  and  can  be  renewed.  [Ref 
29:  pp .  1-4] 
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for  official  government  travel  purposes.  Each  agency 
establishes  separate  eligibility  criteria  for  card  issuance. 
However,  GSA  has  recommended  that  cards  be  made  available  to 
all  "frequent  travelers"  which  they  define  as  an  employee 
who  generally  makes  at  least  two  business  trips  a  year.  No 
membership  fees  are  charged  to  the  particpating  employees. 
The  card  can  be  used  for  travel  related  expenses  such  as 
common  carrier  transportation  (in  lieu  of  Government 
Transportation  Requests  (GTRs ) ) ,  hotels,  meals,  automobile 
rental,  gas,  and  other  travel  expenses.  [Ref.  29:  p.  II  1] 

At  the  completion  of  the  travel  period,  the  employee 
files  a  claim  for  reimbursement  in  the  same  manner  that  was 
previously  used.  The  agency  reimburses  the  employee  for  all 
allowable  travel  expenses.  Diner's  Club,  Inc.  sends  a  bill 
for  all  accumulated  charges  directly  to  the  employee  on  a 
monthly  basis.  The  employee  has  25  days  from  the  billing 
date  to  forward  payment  directly  to  Diner's  Club,  Inc.  The 
employee  must  always  pay  the  account  in  full.  Unlike 
private  sector  accounts,  interest  or  late  charges  are  not 
allowed  in  the  GSA  contract.  However,  an  individual’s  card 
may  be  cancelled  for  nonpayment  (with  agency  approval). 

[Ref.  30:  p.  2] 

C.  SPECIFICS  OF  THE  DINER'S  CLUB,  INC.  CHARGE  CARD  PROGRAM 
The  charge  card  contract  with  Citicorp  Diner's  Club, 

Inc.  is  a  one  year  contract  with  four  1-year  renewal 
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The  charge  card  program  commenced  on  1  October  1983. 

The  Agencies  which  participated  in  the  start  up  of  the 
program  included  the  Army  Corps  of  Engineers,  GSA,  the 
Federal  Home  Loan  Bank  Board,  the  National  Credit  Union 
Administration  and  portions  of  the  Departments  of  State, 
Commerce,  and  Agriculture.  [Ref.  29:  p.  I  1]  As  of  30  June 
1984,  23  Agencies  were  participating  in  the  program  and  over 
26,000  cards  had  been  issued. 

As  a  companion  measure,  GSA  also  solicited  a  contract  to 
provide  travelers  checks  to  supplement  the  credit  card 
program.  This  contract  was  also  awarded  to  Citicorp  and  it 
also  commenced  on  1  October  1983.  The  solicitation  for  the 
two  contracts  was  extensive.  Over  270  bid  packets  were 
distributed  to  financial  services  providers  who  had 
expressed  an  interest  in  providing  charge  services  or 
travelers  checks  to  finance  Government  employee  travel 
expenses.  [Ref.  29:  p.  II  2] 

B.  GENERAL  DESCRIPTION  OF  THE  GSA  PROGRAM 

The  program  was  designed  to  reduce  the  interest  expense 
and  administrative  costs  of  agencies'  current  travel  advance 
practices.  On  any  given  day,  there  is  more  than  $250 
million  outstanding  in  federal  employee  travel  advances. 
[Ref.  29:  p.  II  1] 

In  the  program,  individual  federal  employees  are  issued 
a  Diners  Club,  Inc.  charge  card.  The  cards  can  only  be  used 
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V.  USE  OF  CREDIT  CARDS  FOR  TRAVEL  ADVANCES 


A.  BACKGROUND  INFORMATION 

In  July  1981,  one  of  the  recommendations  of  the 
Interagency  Travel  Management  Improvement  Project  was  for 
the  use  of  charge  cards  in  Government  travel  systems.  The 
study  was  conducted  jointly  by  the  Office  of  Management  and 
Budget,  the  Department  of  Defense,  the  General  Services 
Administration  and  the  State  Department  [Ref.  28:  p.  27]. 
Subsequently,  the  Grace  Commission  recommended  that 
Government  reduce  travel  costs  by  utilizing  business 
practices  of  the  private  sector  including  measures  such  as 
the  use  of  charge  cards  for  advance  travel  payments  [Ref.  29 

p.  1]  . 

In  August  1983,  the  General  Services  Administration 
awarded  a  one-year  contract  to  Diners'  Club,  Inc.  (a 
subsidiary  of  Citicorp),  to  provide  charge  card  services  to 
federal  employees  for  use  on  official  Government  travel.  At 
the  formal  announcement  of  the  award,  the  GSA  Administrator, 
Gerald  P.  Carmen  said, 

"This  is  a  financial  innovation  for  Government  that  is  an 
accepted  business  practice  in  the  private  sector  by  more 
than  350,000  firms.  It  is  another  progressive  step  by  the 
Reagan  Administration  to  more  effectively  manage  the 
Government's  financial  resources  for  the  benefit  of 
taxpayers."  [Ref  29:  p.  II  1] 
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at  the  conclusion  of  the  travel  period.  If  the  advance  was 
greater  than  the  total  reimbursable  expenses,  the  traveler 
will  be  required  to  pay  back  the  excess  amount.  Therefore, 
the  traveler  has  an  incentive  to  delay  filing  the  travel 
claim . 

3 .  Reimbursable  Travel  Costs  Underestimated 

In  this  situation,  the  cost  of  the  travel  period  was 
underestimated.  In  other  words,  the  traveler  received  an 
advanced  payment  which  was  less  than  80%  of  the  actual 
travel  period  costs.  The  traveler  would  either  have  to  fund 
the  additional  requirement  "out  of  pocket"  (own  funds, 
personal  credit  card,  etc.)  or  a  supplementary  advance 
payment  may  be  made.  In  either  case,  at  the  completion  of 
the  travel  period,  the  traveler  is  eligible  for  an 
additional  payment.  Therefore,  it  is  to  his/her  advantage 
to  file  the  travel  claim  as  soon  as  possible  following  the 
travel  period. 


are  issued  in  the  name  of  the  individual  traveler  and  are 
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merely  "signed  for"  by  the  unit's  representative  who 
receives  and  distributes  the  checks.  Unsigned  travelers 
checks  are  more  highly  negotiable  instruments.  It  is  likely 
that  each  individual  traveler  would  be  required  to  visit  the 
disbursing  office  if  the  travelers  check  system  were 
adopted.  This  would  require  that  unit  personnel  spend  an 
additional  amount  of  time  away  from  their  units  in  order  to 
receive  pre-travel  payments. 

E.  TRAVEL  EXAMPLES 

In  these  examples,  it  is  assumed  that  the  two-week 
scheduled  travel  period  is  expected  to  result  in  a 
reimbursable  cost  of  $800  and  that  the  traveler  draws  an 
advance  travel  payment  of  $640  (80%).  It  is  further  assumed 
that  the  traveler  elects  to  draw  $600  of  the  advance  payment 
in  travelers  checks  and  the  remaining  $40  is  issued  in  the 
form  of  a  Treasury  check. 

1 .  Travel  Cost  Estimate  I s  Accurate 

In  this  situation,  the  traveler  will  be  eligible  for 
an  additional  payment  of  approximately  $160  at  the 
conclusion  of  the  travel  period.  Therefore,  it  is  to  the 
traveler's  advantage  to  file  a  travel  claim  expeditiously. 
Reimbursable  Travel  Costs  Overestimated 
As  previously  noted,  the  traveler's  advance  may  be 
)  r  under  the  to  ta 1  amount  tha  t  hs  /  she  is  elidible  for 
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For  example,  during  the  Army's  test  program,  one  bank,  the 
First  National  Bank  of  South  Jersey  at  Fort  Dix,  wrote  the 
Army  to  complain  about  travelers  checks  being  issued  by 
FAOs.  The  letter  referenced  Department  of  Defense 
Instruction  1000.12  (Procedures  Governing  Banking  Offices  on 
Department  of  Defense  Installations).  The  bank's  position 
was  that  this  instruction  restricted  the  distribution  of 
travelers  checks  by  agencies  other  than  banks  and  credit 
unions.  During  the  Army's  travelers  check  test,  the  Defense 
Credit  Union  Council  (DCUC)  conducted  a  survey  of  the  20 
Defense  Credit  Unions  in  the  test  areas.  In  reporting  on 
the  results  of  the  study,  the  DCUC  stated  that  the  credit 
unions  "appear  to  be  unperturbed  by  the  program."  There  was 
a  decrease  in  travelers  check  sales,  "but  comments  generally 
state  that  the  loss  is  minimal  both  in  dollars  and  in  staff 
time  used  in  cashing  the  Army  travelers  checks".  [Ref.  27: 
p.  C] 

One  additional  concern  with  the  travelers  check  travel 
advance  system  was  expressed  by  the  head  of  a  Navy 
Personnel  Services  Activity.  He  felt  that  adopting  a 
travelers  check  system  would  require  that  more  personnel 
visit  the  disbursing  office.  Under  the  current  Treasury 
check  advanced  travel  payment  method,  one  individual  from  a 
unit  can  obtain  the  advance  travel  payments  for  all  of  the 
participating  personnel  in  the  unit.  The  Treasury  checks 


D.  DISADVANTAGES  OF  THE  TRAVELERS  CHECK  SYSTEM 


One  of  the  negative  aspects  of  the  Army's  travelers 
check  system  is  the  increased  workload  on  participating 
FAOs.  There  are  administrative  requirements  associated  with 
ordering  and  accounting  for  the  travelers  checks  and 
experience  has  shown  that  the  travelers  checks  take  longer  to 
issue  than  cash  or  Treasury  checks.  With  the  current 
operating  procedures,  customers  are  not  required  to  sign  the 
travelers  checks  in  the  presence  of  the  cashier.  However, 
the  customers  are  encouraged  to  sign  each  travelers  check 
prior  to  leaving  the  building.  Another  additional  workload 
requirement  occurs  when  customers  choose  to  cash  a  travelers 
check  in  the  office  which  had  issued  the  check.  Since  the 
checks  were  issued  for  travel  purposes,  only  a  small 
percentage  of  the  checks  are  actually  cashed  in  military 
disbursing  offices.  [Ref  27] 

None  of  the  participating  FAO  managers  have  reported 
that  the  administrative  requirements  are  significant  enough 
to  require  additional  personnel.  However,  on  a  system  wide 
basis,  it  is  a  matter  which  must  be  considered. 

The  travelers  check  system  may  have  a  negative  impact  on 
on-base  financial  institutions.  On-base  banking  facilities 
and  credit  unions  currently  are  able  to  generate  income  by 
selling  commercial  travelers  checks  to  personnel  who  have 
drawn  travel  advances.  This  potential  income  would  be 
decreased  if  the  travelers  check  system  were  adopted. 


c. 


BENEFITS  OF  THE  TRAVELERS  CHECK  SYSTEM 


One  of  the  benefits  that  result  from  the  use  of 
travelers  checks  for  advance  travel  payments  is  improved 
cash  management.  Specifically,  the  delayed  disbursement  of 
funds  paid  to  the  contractor  ultimately  results  in  a 
reduction  of  interest  costs  to  the  Treasury.  The  Army 
estimates  that  $500  million  will  be  disbursed  in  travelers 
checks  annually  when  the  program  is  fully  implemented. 
Approximately  59%  of  this  amount  will  be  for  advance  travel 
payments.  Based  on  a  three  day  delayed  payment  and  a  T-bill 
interest  rate  of  11%,  the  interest  savings  to  the  government 
are  about  $270,000  on  an  annual  basis.  [Ref.  25:  p.  B] 

Another  benefit  of  the  travelers  check  program  is 
security  of  funds  for  travelers.  The  travelers  checks  can 
be  issued  in  denominations  as  small  as  $20.  In  comparison 
to  cash,  they  are  much  less  vulnerable  to  theft.  Also, 
protection  from  loss  is  provided  by  the  travelers  check 
program.  [Ref.  25:  p.  B] 

Travelers  are  reimbursed  for  the  cost  of  purchasing 
commercial  travelers  checks  in  conjunction  with  official 
travel.  This  is  not  a  frequently  claimed  item  in  travel 
payments.  However,  some  current  savings  would  be  realized 
from  the  reduction  of  reimbursement  costs  for  commercial 
travelers  checks.  [Ref.  25:  p.  B] 


Most  of  the  Bank  of  America  contract  provisions  are 
essentially  the  same  as  the  test  period  contract  described 
above.  One  notable  exception  is  in  the  area  of  shared 
profits.  During  the  test  phase,  the  contractors  experienced 
program  costs  which  were  running  very  close  to  and  in  some 
cases  higher  than  the  program  revenues.  The  current 
contract  does  not  contain  a  provision  for  sharing  the 
"float"  income  that  was  provided  for  in  the  earlier 
contract.  In  the  current  contract,  the  Bank  of  America 
retains  the  entire  float  income.  However,  the  government 
does  gain  the  benefit  of  delaying  payment  for  travel 
advances  which  have  been  issued  in  the  form  of  travelers 
checks.  In  other  words,  an  FAO  might  issue  a  Treasury  check 
on  Monday  to  reimburse  the  vendor  for  travel  advances  which 
had  been  issued  the  previous  Friday.  The  fact  that  the 
Treasury  checks  are  mailed  to  the  vendor  also  delays  the 
reduction  of  Treasury  funds.  [Ref.  26:  pp.  3-6]  The 
program  manager  of  the  Army's  travelers  check  program 
estimates  that  the  program  delays  the  reduction  of  Treasury 
funds  by  an  average  of  three  days. 

Appendix  B  identifies  the  approximate  number  of 
locations  throughout  the  world  at  which  the  Bank  of  America 
travelers  checks  are  accepted.  It  also  identifies  the 
number  of  locations  which  are  authorized  to  refund 
lost/stolen/destroyed  Bank  of  America  travelers  checks. 

[Ref.  26:  p.  1] 
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As  previously  noted,  the  GSA  charge  card  program  does 
not  require  the  direct  payment  of  any  fees  by  the 
government.  Citicorp  realizes  income  through  charges  to 
vendors.  However  it  must  be  noted  that  these  charges  will 
increase  the  vendor's  costs.  There  is  certainly  a 
possibility  that  at  least  part  of  these  increased  costs  may 
eventually  be  passed  on  to  the  government  through  increased 
prices . 

Another  possible  disadvantage  is  some  resistance  to 
acceptance  of  the  program  by  agency  personnel.  While  the 
vast  majority  of  participants  have  been  highly  supportive, 
at  least  two  employees  of  the  Department  of  Agriculture  have 
written  complaint  letters  concerning  the  program.  Their 
concern  is  that  they  may  be  required  to  use  out-of-pocket 
funds  in  order  to  pay  their  Diner's  Club,  Inc.  bills. 

This  situation  would  only  arise  if  the  travel  period  was 
long  (in  excess  of  approximately  30  days)  and/or  if  the 
agency  was  slow  in  reimbursing  travel  claims.  For  example, 
assume  an  employee  begins  a  40  day  period  of  travel  on  1 
September  and  that  he/she  begins  to  charge  expenses  to  their 
Diner's  Club,  Inc-  card  account  soon  after  the  travel  period 
begins.  Further  assume  that  the  employee's  billing  cycle 
occurs  on  the  20th  of  each  month.  On  20  September,  Diner’s 
Club,  Inc.  would  send  the  employee  a  bill  for  all 
accumulated  charges.  Some  of  the  traveler's  charges  from 
the  early  part  of  the  month  may  have  reached  Diner's  Club, 


Inc.  by  this  time  and  he/she  would  be  billed  for  them  on 
the  20  September  billing.  These  charges  would  be  due  and 
payable  on  15  October.  The  employee  would  complete  the 
travel  period  on  10  October  and  would  have  only  five  days  to 
file  a  travel  claim,  receive  reimbursement,  and  forward 
payment  for  billed  charges  to  Diner's  Club,  Inc.  If  the 
travel  period  in  the  example  had  been  extended  to  50  days, 
the  traveler  would  not  even  have  completed  travel  prior  to  a 
payment  for  some  charges  having  come  due.  However,  it  must 
be  noted  that  after  reimbursement,  the  employee  would  have 
the  benefit  of  all  reimbursed  funds  which  were  in  excess  of 
the  early  period  charges.  The  remainder  of  the  travel 
period  incurred  charges  would  not  become  due  until  9 
November  at  the  earliest. 

F .  TRAVEL  EXAMPLES 

As  in  the  previous  examples,  it  is  assumed  that  the  two- 
week  scheduled  travel  period  is  expected  to  result  in  a 
reimbursable  cost  of  $800.  It  is  further  assumed  that  the 
traveler  has  been  issued  a  Diner's  Club,  Inc.  charge  card 
and  that  he/she  draws  an  $160  (20%)  Treasury  check  advance 
in  order  to  cover  incidental  expenses. 

1 .  Trave 1  Cost  Estimate  I s  Accurate 

In  this  case,  the  traveler  will  have  an  incentive  to 
file  a  travel  claim  as  soon  as  possible.  The  charged 
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expenses  from  the  travel  period  will  not  be  due  and  payable 
to  Diner's  Club,  Inc.  until  some  future  date.  The  traveler 


will  have  the  benefit  of  the  funds  received  from  the 
agency's  reimbursement  of  the  travel  claim  in  the  interim 
period . 

2 .  Reimbursable  Travel  Costs  Overestimated 

This  situation  can  result  from  a  shortened  travel 
period,  inaccurate  cost  estimates,  cancellation  of  travel 
requirements,  etc.  As  long  as  the  reimbursable  expenses 
are  greater  than  the  Treasury  check  advance  for  incidental 
costs,  it  is  to  the  traveler's  advantage  to  file  the  travel 
claim  expeditiously.  Of  course,  if  the  reimbursable 
expenses  are  less  than  even  this  small  amount,  the  traveler 
has  little  incentive  to  file  the  claim  as  soon  as  he/she 
would  if  they  were  expecting  further  payment. 

3 .  Reimbursable  Travel  Costs  Underestimated 

With  the  exception  of  incidental  expenses,  this 
situation  would  not  present  a  problem  to  a  traveler  who  had 
a  charge  card.  He/she  would  just  continue  to  use  the  card 
to  pay  for  the  unforecast  expenses.  At  the  conclusion  of 
the  travel  period,  the  traveler  would  once  again  have  an 
incentive  to  file  the  travel  claim  as  soon  as  possible. 


SUMMARY 


This  chapter  and  the  preceding  chapters  have 
investigated  several  private  and  public  sector  travel 
advance  methods.  In  the  next  chapter,  these  methods  will  be 
compared  to  the  current  Navy  system. 


VI.  ANALYSIS  OF  TRAVEL  ADVANCE  METHODS 
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In  this  chapter,  the  various  travel  advance  methods  will 
be  compared  with  the  current  Department  of  the  Navy  system. 
The  feasibility  of  adopting  each  system  for  Navy  use  will 
also  be  discussed. 

A.  CHARGE  CARD  SYSTEM 

As  previously  noted,  several  companies  offer  corporate 
charge  card  systems.  This  analysis  will  consider  the 
Citicorp  Diner's  Club,  Inc.  system  which  has  been  adopted  by 
the  General  Services  Administration  (GSA) .  The  current 
Diner's  Club,  Inc.  contract  is  available  to  all  federal 
agencies  including  the  Department  of  Defense. 

This  GSA  contract  contains  no  direct  costs  to  the 
government.  Neither  the  government  nor  the  individual 
participants  are  required  to  pay  maintenance  fees  and  there 
is  no  late  payment  penalty.  Also,  the  government  is  not 
required  to  participate  in  bill  collecting  for  Citicorp  and 
is  not  liable  for  nonpayment  by  participants. 

The  major  benefits  of  the  program  include  a  delay  in  the 
withdrawal  of  Treasury  funds  and  a  reduction  in  the 
administrative  costs  for  the  travel  program.  Additional 
benefits  for  the  traveler  include:  (1)  $150,000  automatic 
travel  insurance  for  travel  that  is  charged  with  the  card, 
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(2)  no  preset  spending  limits,  (3)  personal  check  cashing 
priveleges,  (4)  no  fee  foreign  currency  conversion,  (5) 
replacement  for  lost  or  stolen  cards  within  24  hours,  and 
(6)  guaranteed  room  reservations  at  most  hotels  [Ref.  32: 
p.  I  3]. 

It  is  difficult  to  estimate  the  potential  dollar  savings 
of  the  charge  card  program.  However,  the  General  Services 
Administration  has  predicted  that  $200  million  dollars  per 
year  will  be  saved  throughout  the  federal  government  when 
the  program  is  fully  implemented.  The  savings  would  be 
realized  through  improved  cash  management  and  reduced 
administrative  costs.  Part  of  the  administrative  cost 
reduction  will  result  from  the  elimination  or  considerable 
reduction  in  the  labor-intensive  Government  Transportation 
Request  (GTR)  system.  [Ref.  29:  p.  1]  For  example  a 
Scheduled  Airline  Ticket  Office  (SATO)  could  be  used  to 
schedule  air  transportation  for  an  individual  traveler. 
Citicorp  would  then  be  notified  of  the  transaction  and  would 
handle  both  payment  of  the  airline  and  billing  of  the 
individual  traveler. 

Department  of  Navy  travel  accounts  for  approximately  18% 
of  the  annual  federal  travel  budget  [Ref.  1:  p.  G  2-10]. 
Based  on  the  $200  million  savings  estimate  by  GSA,  Navy 
implementation  should  result  in  an  annual  savings  of 
approximately  $36  million. 
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Another  aspect  of  each  system  which  can  be  considered 
is  that  of  acceptance  by  travelers.  Within  the  agencies 
which  have  adopted  the  program,  the  reaction  by  travelers 
has  generally  been  very  favorable.  The  travelers 
appreciate  the  convenience  and  security  that  the  charge 
cards  provide.  However,  as  previously  noted,  there  have 
been  a  small  number  of  complaints  related  to  the  use  of  the 
cards  for  travel  periods  in  excess  of  approximately  30  days. 
In  this  situation,  the  travelers  may  have  to  pay  Citicorp 
for  a  portion  of  their  early  travel  period  charges  prior  to 
receiving  a  travel  claim  settlement  from  their  agency. 

For  these  longer  travel  periods,  it  may  be  necessary  to 
pay  a  supplemental  Treasury  check  advance  in  anticipation  of 
charge  card  payment  cycle  requirements.  If  this  provision 
were  provided,  travelers  would  not  be  required  to  use  their 
own  funds  in  order  to  pay  their  Citicorp  bills.  The  charge 
card  system  is  already  designed  to  be  augmented  by  a  small 
(usually  20%)  Treasury  check  advance  in  order  to  cover 
incidental  travel  expenses.  A  somewhat  higher  advance  or 
incremental  payments  may  be  more  appropriate  for  the  small 
number  of  travel  periods  which  are  in  excess  of  thirty  days. 

B.  DIRECT  BILLING  SYSTEM 

If  a  direct  billing  system  were  adopted,  the  Navy  would 
be  billed  by  travel  agencies  or  vendors  for  items  such  as 
transportation  and  lodging.  This  system  does  not  cover  the 
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depth  of  travel  related  expenses  that  are  handled  by  the 
charge  card  system.  Also,  there  would  be  a  significant 
administrative  requirement  associated  with  the  receipt, 
reconciliation  and  payment  of  bills  from  each  individual 
vendor.  [Ref.  16:  p.  46] 

C.  DRAFT  PAYMENT  SYSTEM 

As  previously  described,  this  type  of  system  is  best 
suited  for  the  situation  of  traveling  route  salesmen.  In 
order  to  use  this  method,  travelers  must  be  aware  of  the 
exact  amount  of  their  reimbursable  expenses  on  a  periodic 
basis  (usually  weekly)  [Ref.  19:  p.  61-62].  This  system 
does  not  fit  the  circumstances  encountered  in  government 
travel.  With  the  complex  rules  which  dictate  government 
travel  reimbursement,  it  would  not  be  feasible  for 
government  travelers  to  accurately  estimate  their  interim 
period  reimbursements. 

D.  TRAVELERS  CHECK  SYSTEM 

Both  the  Army  and  the  General  Services  Administration 
have  established  travelers  check  contracts  with  private 
sector  companies.  The  Army's  contract  is  with  the  BA  Cheque 
Corporation  and  the  GSA  contract  is  with  Citicorp  Diner's 
Club,  Inc.  Neither  contract  requires  the  payment  of  any 
direct  fees  by  the  government.  The  companies  provide  the 
travelers  checks  and  all  associated  materials.  The 
companies  realize  potential  income  through  the  time  delay 


between  the  date  of  the  government's  payment  for  issued 
travelers  checks  and  the  date  when  those  travelers  checks 


are  cashed.  The  government  realizes  savings  through  delayed 
disbursement  of  funds  and  a  reduction  in  reimbursement  for 
commercial  travelers  checks. 

[Ref.  23:  p.  18] 

Similiar  to  the  credit  card  program,  the  only  "cost"  for 
the  Navy  to  implement  either  of  these  travelers  check 
programs  would  be  the  indirect  expense  associated  with  any 
increased  administrative  requirements.  Organizations  which 
have  adopted  these  programs  have  not  reported  that  the 
increased  requirements  were  significant  enough  to  require 
the  addition  of  personnel. 

The  benefits  to  be  gained  by  the  government  through 
implementation  of  a  travelers  check  travel  advance  system 
include:  (1)  improved  cash  management  through  delayed 
disbursements,  (2)  security  of  funds  for  travelers  and  (3) 
savings  realized  through  reduction  of  reimbursements  for 
commercially  purchased  travelers  checks. 

The  travelers  check  program  provides  an  average  of 
approximately  3  days  delay  in  disbursement  of  travel  advance 
payments  as  compared  to  the  current  Navy  system.  The  Navy's 
fiscal  year  1984  travel  budget  was  approximately  $720 
million.  If  50%  of  this  amount  were  issued  as  travelers 
check  rather  than  treasury  check  advances,  the  annual 
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interest  savings  to  the  government  at  a  T-bill  interest  rate 
of  about  11%  would  be  about  $330  thousand. 

Another  aspect  of  the  program  that  must  be  considered  is 
that  of  convenience  for  travelers.  As  previously  mentioned, 
a  travelers  check  program  has  been  available  in  the  Army 
since  November  1983.  Army  results  indicate  that  travelers 
are  very  receptive  to  this  method.  Travelers  checks  provide 
the  traveler  with  excellent  flexibility.  The  checks  can  be 
issued  in  a  variety  of  denominations  and  the  travelers 
checks  provide  increased  security  from  loss  or  theft  of 
travel  funds. 

E.  CURRENT  NAVY  SYSTEM 

The  Navy's  current  travel  advance  method  is  basically 
the  same  as  a  corporate  cash  advance  system.  The  main 
difference  is  that  a  Treasury  check  is  issued  instead  of 
cash  or  a  company  drawn  check.  In  order  to  determine  the 
cost  of  this  method,  the  inherent  negative  "float"  must  be 
considered.  In  other  words,  Treasury  funds  are  being 
reduced  sooner  than  required.  In  comparison  to  any  of  the 
preceding  systems,  the  current  Navy  system  is  the  least 
desirable  from  a  cash  management  standpoint.  In  the  current 
system,  Treasury  funds  are  reduced  within  approximately  five 
days  of  when  the  traveler  cashes  or  deposits  the  Treasury 
check  advance.  Depending  on  the  number  of  days  prior  to  the 
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travel  period  that  the  advance  is  paid,  this  Treasury 
reduction  may  occur  even  before  the  travel  period  begins. 

Other  "costs"  of  the  current  Navy  system  include  the 
administrative  requirements  and  direct  expenses  associated 
with  tracking  and  collecting  travel  advance  overpayments. 

As  previously  noted,  it  is  common  practice  to  advance  about 
80%  of  the  estimated  travel  period  expenses.  Several 
disbursing  offices  report  that  about  10%  of  these  advances 
will  result  in  overpayments  which  must  eventually  be 
collected  from  the  traveler.  The  amount  of  the  overpayment 
is  not  collected  until  after  the  travel  claim  has  been 
settled.  In  the  interim  (between  payment  of  the  advance  and 
collection  of  the  overpayment).  Treasury  funds  have  been 
unnecessarily  reduced. 

In  summary,  it  does  not  appear  that  the  Navy's  current 
travel  advance  method  provides  any  benefits  relative  to  the 
travelers  check  or  charge  card  systems.  As  indicated  above, 
it  is  more  expensive  both  in  terms  of  cash  management  and 
administrative  requirements.  The  current  system  does  not 
even  compare  favorably  in  terms  of  traveler  convenience. 

Both  the  travelers  check  and  charge  card  systems  provide 
increased  security  and  convenience  for  the  traveler. 

F.  TRAVEL  CLAIM  FILING  INCENTIVE 

As  indicated  in  Figure  6-1,  there  are  three  outcomes 
that  can  occur  in  travel  period  cost  estimates:  (1)  cost 
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estimates  are  correct,  (2)  costs  are  overestimated,  or  (3) 
costs  are  underestimated.  The  charge  card  system  provides 
an  incentive  for  the  traveler  to  expeditiously  file  a  travel 
claim  regardless  of  the  accuracy  of  the  pre-travel  cost 
estimate . 

G.  FLOAT  COMPARISON 

Figure  6-2  shows  the  approximate  timing  of  Treasury 
account  reductions  in  the  current  system,  the  travelers 
check  system  and  the  charge  card  system.  The  figures  are 

1 

based  on  a  two  week  average  travel  period  and  approximately 
a  five  day  processing  period  between  travel  claim  filing  and 
payment . 

The  amount  of  $800  was  arbitrarily  selected  as  the 
travel  period  cost  in  the  comparison  figures.  However,  the 
relative  payment  percentages  would  remain  the  same 
regardless  of  the  assumed  travel  period  costs.  Figure  6-2 
indicates  that  in  all  three  systems,  the  travel  period  final 
payment  consists  of  a  Treasury  check  payment  on  24  February. 

This  final  payment  would  result  in  a  Treasury  account 
reduction  on  approximately  March  1st.  Using  this  March 
1st  date  as  a  baseline,  the  effect  of  the  three  systems 
on  Treasury  funds  can  readily  be  compared.  The  Treasury 
would  have  been  reduced  by  $640  for  a  30  day  period  in  the 
current  system;  $640  for  a  27  day  period  in  the  travelers 
check  system;  and  only  $160  for  a  30  day  period  in  the  charge 
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card  system.  At  an  assumed  T-bill  rate  of  11%,  this  would 
result  in  government  interest  costs  of  $5.87,  $5.28,  and 

$1.47  for  the  current,  travelers  check,  and  charge  card 
systems  respectively.  In  all  three  systems,  the  ultimate 
payment  amount  to  the  traveler  is  identical.  It  is  only  the 
timing  of  the  Treasury  account  reduction  that  varies. 
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SECTION  C  -  Coatloued 

C-l.  STATEMEffT  OF  WORK  (Continued) 

fj)  vtded  under  thia  contract.  When  auch  deficiencies  are  not  correc¬ 
ted  by  the  FAO  within  seven  day*  of  notification,  the  Contractor  shall  lnme- 
discely  bring  the®  to  the  attention  of  the  Contracting  Officer's  Representa¬ 
tive  (COR)  designated  in  Section  C  of  thia  contract. 

('h)  Government  Responsibilities  -  The  Government  agrees  to- 

(1)  Hold,  account  for  and  protect  travelers  cheques  delivered  to 
F AOs  using  the  same  the  same  safeguard*  as  required  for  cash. 

(2)  Issue,  refund  for,  and  exchange  such  traveler*  cheques  only  in 
accordance  with  written  instructions  from  the  Contractor.  Where  the  Contrac¬ 
tor’s  instructions  differ  from  Government  rules  and  regulations  and  the  con¬ 
tract,  the  Government  rules  and  regulations  and  the  contract  ahall  be  followed. 

(3)  Remit,  on  a  daily  Oasis,  a  U.  S.  Treasury  check  and  required 
supporting  forms  or  documents  to  the  Contractor  for  the  face  value,  less  any 
discounts .  of  travelers  cheques  issued  that  day.  Remittances  shall  be  mailed 
no  later  than  the  next  business  day  following  the  day  the  travelers  cheques 
were  issued.  The  Government  will  consider  the  wire  transfer  of  funds  from 
designated  high  volume  issuers  of  travelers  cheques.  In  addition,  the  Govern¬ 
ment  will  work  with  tha  Contractor  if  remittances  to  cash  concentration  ac¬ 
count*  are  requested. 

(4)  Accept  liability  to  the  Cont  actor  for  the  loss  of  blanx  cheques 
while  in  th«  accountabll ity  of  the  finance  and  accounting  officer.  Blank 
travelers  cheques  shall  be  In  the  accountability  of  the  finance  and  accounting 
officer  from  the  time  the  Crust  receipt  is  aigned  to  the  time  of  issuance  by 
the  FAG. 

(K)  Notify  Che  Contractor  limned  latelv  of  anv  theft,  loss  or  myster¬ 
ious  disappearance  of  blank  travelers  cheques,  giving  tne  particulars  of  the 
loss 

(6)  Assise  the  Contractor  in  investigating  cases  of  counterfeit, 
fraud,  lost,  or  stolen  cheques  as  are  brought  to  Its  attention.  Nothing  m 
this  paragraph  shall  restrict  any  liability  under  paragraph  (-»)  above 

(7)  Designate  in  writing  to  the  Contractor  the  person  or  persons 
at  each  FAO  location  who  are  authorised  to  accepc  delivery  of  blank  travelers 
cheques . 


1  Contractor  Furnished  Equipment  -  The  Contractor  shall  provide  all 
necessary  office  equipment,  furnishings,  supplies,  systems,  comr.un  i  c  a  c  i  on  s 
s<  r'  ices,  and  related  items  necessary  to  conduct  its  operat.on.  a-d  m  order 
to  t  -  1  f  .  1  the  contract  requirements. 

'j-  Facilities  Inspection  -  The  Government  will  c  ord.„c:  j-  or  -  s  .  :  e 
.  n  spec,  ion  of  an\  or  all  facilities  prior  to  contract  at-ar  . 
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C-  1 .  STATEKEHT  or  UQR*  (Continued) 

(c)  Specific  tfork/Servlces  -  The  Contractor  Bute: 

(1)  furnish  all  necessary  travelers  cheques,  cuicoaer  wallets, 
record  and  report  forms,  stationery  Items,  training  guides  and  materials, 
and  accessories  (such  supplies  to  be  renewed  from  time  to  time  n  required) 
for  use  by  the  Government  in  the  issusnee,  refunding  or  exchange  of  trav¬ 
elers  cheques.  All  unused,  spoiled,  cancelled,  or  voided  travelers  cheques, 
•upplles  and  accessories  shall  remain  the  Contractor's  property  and  shall  be 
deemed  to  have  been  furnished  to  the  Government  solely  under  the  provisions 
of  this  contract. 

(2)  Exclude  Government  travelers  cheques  test  sites  as  general 
refund  locstlons,  except  for  those  personnel  Issued  trsvelers  cheques  by 
Che  Government  locstlons  listed  in  Attschment  #1  to  this  contract. 

(3)  Use  its  existing  procedures  and  funda  to  cover  losses  sssocl- 
ated  with  counterfeit,  fraud,  and  travelers  cheques  lost  by  customers  sfter 
Issuance  by  the  FAOs. 

(4)  Provide  photo  copies  of  travelers  cheques  (front  and  back)  to 
the  F AO  when  such  photo  copies  ars  needed  to  support  a  loas  of  funda  investi¬ 
gation  by  the  Government. 

(5)  Provide  s  monthly  report  which  contains  the  following  minimum 
date  for  each  location: 

(l)  Inventory  report  indicating  quantities  on  hand,  total  dollars 
sold  during  the  month,  and  tocal  dollar#  told  during  the  con¬ 
tract  term. 

(li)  Report  on  travelers  cheques  prepaid  by  the  Contractor. 

(Ill)  A  Float  analysis. 

(6)  The  report  described  in  paragraph  O)  above  shall  be  submitted 
to  the  address  cited  in  Section  C*. 

Government  Identification  -  The  Government  reserves  the  right  to  re¬ 
quire  me  Contractor  to  place  a  unique  svrr.bol  and/or  name  on  the  face  of  tne 
travelers  cheques. 

<a  Project  tta^agerent  -  The  Contractor  shall  prov.Je  names,  titles  and 
teleohune  numbers  ot  personnel  responsible  for  the  travelers  cheque  program 
In  addition,  an  o rg an i *a 1 1 ona  l  chart  showing  the  relative  positions  of  the  in¬ 
dividuals  must  be  provided. 

'  f  Del  1  v  e  r  y  -  Travelers  cheques  muse  be  delivered  to  the  eighteen  ( 1 8  '> 

des. mated  sites  annotated  in  Attachment  *1  m  time  for  issuance  to  begin  on 
I  J-  l??-*.  Ct^er  !: cations  are  expected  to  begin  i> suing  traveiers  cheques 
b  i  O.r.ber  Rr  c  l  en  i  shr  en  c  will  be  upon  request  by  each  F  AO  or  auco- 

mac.ca.i'.  when  pr*d«*;flnated  reorder  pomes  are  reached. 

g  Rcit1-  rs-~.-:  P  .  f  t  -.  c  .  I  *.  i  «■  s  -  T^e  Contractor  shall  Weep  the  i  r.  d  i  v  .  d 
-  c  .  T  :  ;  h  torr.ed  c:  an.  dit.c.encies  m  the  remittance  requirements  to  be  pr 
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SECTION  B  -  SUPPUES/SERVICES  AND  prices 

B-l.  SCOPg 

The  purpose  of  this  contract  Is  to  establish  the  United  State*  Army 
(hereinafter  referred  to  aa  the  "Government ")  as  the  authorised  agent  for 

the  BA  Cheque  Corporation _ ,  (hereinafter  referred 

to  as  the  "Contractor")  for  the  issuance,  refunding  or  exchanging  of 

_ BankAmer  lea _  (travelera  cheques)  to  military  and 

civilian  member*  of  the  Department  of  Defense  at  che  finance  and  account¬ 
ing  offices  (FAO's)  specified  in  Attachment  #1  in  Section  J. 

B-2 .  COMPENSATION 

(a)  The  Government  does  not  expect  to  pay  for  travelers  cheques  pro¬ 
vided  to  FAO's  in  excess  of  the  fact  amount  of  traveler*  cheque*  isaued. 
However,  if  a  fee  ia  Included  aa  a  part  of  Che  reiponse  to  thla  ao l tc L tat  ion , 
it  must  be  baaed  aolely  upon  the  aales  volume. 

(b)  Since  the  nature  of  traveler!  cheques  provides  potential  for  Income 
sharing,  the  Contractor  must  state  the  shared  amount  as  a  percentage  of  sales 
volume.  Such  ahanng  constitute!  a  discount  and  shall  be  deducted  from  the 
daily  remittance. 


SECT IOH  C  -  DESCRIPTION ( SPECIF ICAT IONS 


C-  1  .  STATEMENT  OF  UORJC 

(a)  Introduction  -  This  la  a  requirements,  contract  for  commercial  trav¬ 
elers  cheques  for  official  payments  made  by  Department  of  the  Army  Finance 
and  Accounting  Offices  (FAOs).  Travelers  cheques  must  be  made  available  to 
the  disbursing  station*  (DSSNs)  listed  in  Attachment  #1.  The  estimated  volume 
of  travelers  cheques  is  $500  million  annually,  and  is  furnished  to  offerors 
for  informational  purposes  only.  The  volume  shall  net  be  construed  to  repre¬ 
sent  any  amount  which  the  Department  of  che  Army  or  its  employees  shall  be 
obligated  to  issue  under  the  contract.  The  Contractor  must  be  capable  of  ser¬ 
vicing  the  total  requirements  contained  m  this  so  1 Ic i cat  ion . 

(b)  Travelers  Cheque  Requirements  -  The  Department  of  the  Army  requires 
a  travelers  cheque  avstem  similar  to  that  commercially  available.  The  cheques 
muse  have  the  following  minimum  product  characteristics: 

(1)  Broad  range  of  acceptance  by  merchant  establishments  and  f.nan- 
cial  last ltut ions . 

(2)  Same  day  r e f undab i 1 1 1 y  for  tost  or  *colen  cheques  at  spec. tied 
locations. 

(3)  Denominations  that  inciidi  5^0.  $50.  ai  d  $100.  The  avail  aPie 
picket  sizts  rr.uit  be  irdicated  Also,  indicate  -r,.ch,  if  ar  v  , 
dencminat  :  on  s  are  am  iat  :»  in  i.ose  cheques 

Inventory  ortions  that  rern.t  a-itoratic.  toil-tree  telephone 
line,  and  ria  1  r  e "  l  e-*  .  s  ^  .-pr -  t  roced-res 
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Chase  T/C  Service  Corp. 

SECTION  H  -  CONTINUED 

b-  Issue,  refund  for,  and  exchange  such  travelers  cheques  only  in  accordance  with 
'Written  Instructions  from  the  Contractor.  Where  Cor.  t  ractor '  s  Instructions  differ  froo 
Covernaent  rules  end  regulation*  and  this  agreement,  the  Government  rules  and  regulations 

and  CM*  agreement  shall  be  followed. 

c.  Isaue  a  minimum  of  $1  million  (one  million  dollars)  In  travelers  cheques  during  ch» 
agreement  period. 

d.  Remit,  on  a  dally  bails,  a  U.S-  Treasury  check  and  required  supporting  forms  or 
documents  to  the  Contractor  for  the  face  value  of  travelers  cheques  Issued  that  day. 
Remittances  shall  be  nulled  no  later  than  the  next  business  day  following  the  day  the 

travelers  cheques  were  Issued. 

e.  Safeguard  and  protect  the  blank  travelers  cheques  under  the  same  provisions  of  Arm 
regulations  that  pertain  to  aafeguardlng  and  protecting  cash. 

f.  Accept  liability  to  the  Contractor  for  the  loss  of  blank  travelers  cheques  while  i 
the  accountability  of  Che  finance  and  accounting  officer  without  regard  to  :auic 

g.  Notify  Che  Concraccor  immediately  of  any  theft,  less  or  mysterious  disappearance  e 
blank  travelers  cheques,  giving  particulars  of  the  loss- 

h.  Assist  the  contractor  In  Investigating  cases  of  counterfeit,  fraud,  lost,  or  stolen 
travelers  cheques  as  are  brought  to  Its  attention. 

H-2 .  PEL! VERY  OF  CHEQUES 

All  traveler*  cheques  delivered  pursuant  to  t  h .  •»  contract  shall  he  ac  c -mo  jr. .  e fcv  j 
receipt  which  shall  be  immediately  signed  by  an  agent  of  the  g..  .ernmer.t  and  returned  to 
Che  contractor  Any  agent  ot  Che  government  signing  the  re.cipc  shall  oe  deemec 
authorized  to  do  so 

•H-  3  ISSUANCE  OF  CHEQUES 

Upon  the  sale  or  disbursement  of  a  cheque,  till  m  the  .  n :  o  rma  1 1  „r.  the  l-ro 
tarnished  by  che  contractor,  instruct  the  recipient  of  the  cheque  to  sign  the  said 
:heque  ;n  the  upper  right  hand  corner  before  leaving  the  premises,  ar. c  inters,  ear-, 
'ecipienc  not  to  countersign  Che  cheque  until  it  is  to  be  cashed. 
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SECTION  T  -  CONTINUED 
1-2.  TERM  OP  CONTRACT 

Ttv«  period  of  this  contract  ahell  be  1  October  1983  to  31  March  1984.  The  government 
■hall  have  the  option  to  extend  this  concract,  under  the  terms  and  conditions  hereof,  for 
up  to  90  days  provided  chat  the  Contracting  Officer  notifies  the  Contractor  In  writing  not 
laCer  than  l  March  1984. 


SECTION  C:  CONTRACT  ADMINISTRATION  DATA 

c-l.  FLOAT  SHARE  FORMULA:  a.  On  che  last  business  day  of  each  week,  the  Contractor  will 
determine  the  oucetandlng  cheque  balance  In  Che  Government  account  and  reduce  this  balance 
by  the  amcunc  of  those  cheques  paid  by  the  Contractor  during  Che  week  but  for  which  the 
proceeds  have  not  been  remitted  by  the  Government.  These  weekly  net  outstandings  will  the 
be  averaged  for  the  month  to  arrive  at  Che  monthly  lnvestable  balance.  The  income  from 
thla  lnvestable  balance  will  be  determined  by  multiplying  It  by  the  monthly  equivalent  of 
Che  three  month  Treasury  Bill  rate  aa  published  Id  the  New  fork  Times  on  the  last  business 
day  of  the  month.  Thla  Income  will  then  be  reduced  by  Che  Contractor's  operating  expense 
calculated  at  sevency  cents  per  one  hundred  dollars  In  sales  during  the  month.  This  net 
Income  will  be  ehared  equally  between  che  Contractor  and  the  Government  and  paid  quarterly. 

C-2 .  ADMINISTRATIVE  DATA:  The  Contractor  shall  keep  the  FAD  Informed  of  eny  deficiencies  li¬ 
the  reoltcence  requirements  Co  he  provided  undf "  this  contract.  When  such  deficiencies  ar 
not  corrected  by  che  FAO  within  seven  deys  of  notification',  the  Contractor  shall  bring  then 
to  the  attention  of  Che  Contracting  Officer's  Representative  (COR)  Identified  below. 

C-3 .  CONTRACTING  OFFICER'S  REPRESENTATIVE  (COR) 

(a)  The  COR  ta  the  Chief,  Financial  Services  Division,  Assistant  comptroller  of  the 
Army  (Finance  and  Accounting),  commercial  telephone  (317)  542-32SO,  or  Autovon  699-3280. 

He,  or  his  representative,  la  designated  to  receive  for  the  Government  reports,  parents, 
and  other  macerlal  called  for  In  che  concracc  and  to  represent  the  Concracint  Officer  In 
the  technical  phases  of  the  work. 

(b)  The  COR  1*  not  auchorlied  to  change  any  of  the  terms  and  conditions  of  the 
contract.  Changes  shall  be  made  only  by  the  Contracting  Officer  by  properly  signed  wrltter 
modification  to  tha  contract. 


SECT  ION"  H :  SPECIAL  PROVISIONS 

fl-1.  GOVERNMENT  PROVIDED  SERVICES.  The  Government  accepts  appolntoenc  as  agent  er.d  agrees 
c  o  - 

a.  Hold  travelers  cheque*  delivered  co  FAOa  In  trust  for  the  Contractor. 
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SECTION  C  -  CONTINUED 

h.  Uee  Ice  existing  procedure*  end  funds  to  cover  losses  associated  with  the 
counterfeit,  fraud,  and  loas  of  travelers  checks  Issued  by  the  TACs. 

1.  Provide  photo  copies  (front  and  back)  of  traveler*  cheques  to  the  FAO  when 
such  photo  copies  era  to  be  used  to  support  a  loss  of  funds  Investigation. 

C-2.  REPORTS 

a.  The  Contractor  shall  provide  the  following  reports  per  location  on  a  monthly 

basis: 

(1)  Travelers  cheques  issued. 

(2)  Travelers  cheque*  outstanding. 

(3)  Travelers  cheque*  Inventory  level*. 

(4)  Travelers  cheques  reported  lost,  stolen,  voided  or  refunded. 

(3)  Traveler*  cheques  prepaid  by  Company. 

(6)  Float  account  analysis. 

b.  Reports  shall  be  submitted  to:  Commander,  US  Army  Finance  and  Accounting  Center, 
ATTN:  DACA-FAT-A,  Indianapolis,  IN  46249. 

c.  Reports  shall  be  submitted  not  later  than  the  20th  day  of  the  month  following  the 
month  being  reported. 

C-3 .  DISCLAIMER  STATEMENT 

All  reports  resulting  from  this  study  vlli  contain  the  following  disclaimer  stacenent 
on  the  cover  of  such  reports: 

"The  views,  opinions,  and  findings  contained  In  this  report  are 
those  of  the  author(s)  and  should  not  be  construed  as  an  official 
Department  of  the  Army  position,  policy,  or  decision,  unless  so 
designated  by  other  official  documentation'. 

SECTION  F:  DELIVERIES  OR  PERFORMANCE 
F-l .  DELIVERY 

a.  Deliver  first  Inventory  of  travelers  cheques  to  FAO  so  FAO  issuance  can  begin 
1  October  1983. 

b.  Replenishment  due  upon  request  by  each  FAO. 
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SECTION  B:  SUPPIIES/SERVICES  AND  PRICES 
B-l.  SCOPE 


The  purpoee  of  this  eoncracc  1*  to  establish  the  United  Stetee  Aroy  (government)  as 
the  euthorlied  egenc  for  the  Cheee  T/C  Service  Corporation  (Contractor)  for  the  Issuance 
refunding  or  exchanging  of  VISA  Traveler*  Cheques  (travelera  cheques)  to  military  and 
civilian  member*  of  the  Department  of  Defense  at  the  following  Finance  and  Accounting 
Office*  (FAQ*): 


a.  rt.  Ord,  CA 

b.  Ft.  Harrison,  IN 

c.  Ft.  Irwin,  CA 

d.  Jefferson  Proving  Ground,  Madison,  IN 
SECTION  C:  DESCRIPTION/SPECIFICATION 

C-l .  Statement  of  Work 


The  Contractor  shall: 

a.  Furnish,  at  its  expense,  at  Che  locations  listed  in  paragraph  B-l,  a  supply  c: 
prenumbered  travelers  cheques,  wlchouc  any  Government  name  or  logo,  in  sealed  packets. 
Denominations  to  ba  provided  are  S20  and  $50.  Packec  sires  shall  be  5  x  S20  -  $100' 

10  x  $20  -  $200;  3  x  $50  -  $150;  5  x  $50  -  $250;  and,  10  x  $50  -  $500. 

b.  Provide  travelers  cheques  on  s  consignment  basis,  with  an  initial  inventory  a: 
each  location  not  to  exceed  $175,000. 

c.  Permit  et  least  two  replenishment*  of  inventory  ec  each  location.  Inventory 
replenishments  will  be  manual^  initiated  by  each  FAO. 

^  ’  Furnish,  at  lea  expense,  neceseary  customer  wellets,  record  and  report  forms, 
and  all  necessary  related  forms,  training  guides  and  materials,  and  accessories  (such 
supplies  to  he  renewed  from  time  to  time  as  required)  for  use  by  the  Government  in  the 
Issuance,  refunding  or  exchange  of  travelers  cheques.  All  unused,  spoiled,  cancelled,  or 
voided  travelers  cheques,  supplies  and  accessories  shall  remain  the  Contractor's  propertv 
and  shall  be  deemed  to  have  been  furnished  to  the  Government  solely  under  the  provisions  ct 
this  contract. 


e.  Exclude  Government  travelers  cheques  test  sites  as  refund  locations,  except 
for  those  personnel  Issued  travelers  cheques  by  the  Government  locations  inArticle  B-l  at 
thla  contract. 


f.  Remit  payment  for  refunds  handled  to  the  Finance  and  Accounting  Officer — DSSN 
5557,  mailing  address:  Commander,  O.S.  Army  Finance  and  Accounting  Center  Attn* 
OACA-FAY-A,  Indianapolis,  IN  *6249. 


g.  Provide  e  list  of  aerial  number*  for  travelers  cheques  outstanding  as  of  90 
days  after  the  end  of  thla  concract. 
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appendix  a 


CHASE  T/C  SERVICE  CORPORATION  CONTRACT 


,,  >0»  •  2*  <wvl  l.ow^n 

iv‘ ~°cu \',f '  .Tc“~ ‘ y.nT,  -  «»»» 


AWARD /CONTRACT 


Defense  Supply  Service  Washington 
R.n  1D24S,  Pentagon 
Washington,  DC  20310 


CQMTUOOI 

NAAl  AMO  *DO#IU 


fAClUTY  coot 


I  Chas *  T/C  Service  Corp. 

80  Pine  Screet,  6th  Floor 
~'2L  Hew  York,  NT  10081  - 

*  “*>  Attn:  Mr.  James  Hill,  Vice  President 


I  7  0 «U*W» 

-  _ _ _  POi  Oil" 

E3 


t  OtftCOuMT  PO«  Pat* 


*  9  Uj*mr  »evO»C  li  (4  <«PMl 
TO  a£OC*1A  W*Ow*e 

N/A 


TO  Tax  AMOUNT  O#  GO  TTaCI  i  ^ 


CONTJL^Cr/NC  OfFICL*  WILL  COMPLETE  3LOCJC  22  Oft  «'6  1 5  .4^EJC<.B/_E 


)  ^  cO^IaCTO  >  XCOTVAr^o  *0*11*4  mt  fCmm+tm*  m  m 

A»  4WMS«>  2X^i**>r  »  «e*^  e|U«.  1  Cm  m  ■■■ 


1*04*  /T*.  - 

Jeffrey  T.  BendricJtaoa,  V.P 
C  sac  MAnhAttan  Corp. 


op  CiKtecrw;  OP^aa  .  Tr?»  ~  r~mi> 


jAis  fl.  essst 

ContrssrtiCT  CTTisS? 


? 0  SEP  £93 


check  system  would  provide  increased  security  of  funds  for 
travelers . 

C.  RECOMMENDATIONS 

1.  Design  a  pilot  program  to  test  the  feasibility  of 
implementing  the  GSA  charge  card  program  within  the 
Department  of  the  Navy. 

Implementation  of  the  GSA  charge  card  program  should  not 
involve  any  direct  costs  to  the  Navy  or  to  Naval  personnel. 
If  the  program  test  phase  proves  to  be  successful,  the 
program  should  be  implemented  Navy-wide  as  soon  as 
practicable . 

2.  Adopt  a  program  to  test  the  implementation  of  the 
travelers  check  system. 

Both  the  current  Army  program  and  the  GSA  program  should 
be  considered.  If  the  charge  card  and  travelers  check 
program  tests  are  successful,  consideration  should  be  given 
to  adopting  both  programs.  It  is  conceivable  that  the 
travelers  check  program  could  be  used  to  supplement  the 
charge  card  program.  This  would  provide  an  improved  travel 
advance  method  for  Navy  travelers  who  were  not  eligible  for 
the  charge  card  program  (not  designated  as  "frequent 
travelers" ) . 

D.  RECENT  DEVELOPMENTS 

As  this  thesis  is  being  published,  the  Navy  has  started 
a  formal  test  of  the  GSA  charge  card  program.  Evaluation  of 
the  project  results  is  expected  to  occur  in  January  1985. 


tracked  and  collected.  These  overpayments  also  cause  an 
unnecessary  reduction  in  the  Treasury. 

2.  Adoption  of  a  charge  card  system  would  provide 
significant  benefits. 

The  charge  card  system  would  allow  for  considerable 
delay  in  the  payment  of  Federal  funds  for  travel  expenses. 
Except  for  a  small  advance  for  incidental  expenses.  Federal 
funds  would  not  be  spent  until  the  occurence  of  the 
traveler's  final  travel  claim  settlement.  This  would  take 
place  approximately  10  days  after  the  end  of  the  travel 
period.  The  program  would  greatly  reduce  the  requirement  to 
track  overpayments  and  would  provide  an  incentive  for 
travelers  to  file  travel  claims  expeditiously.  Also,  the 
charge  card  system  would  add  to  the  traveler's  convenience. 
It  provides  increased  security  of  funds  and  fringe  benefits 
such  as  free  travel  insurance  and  personal  check  cashing 
pr i veleges . 

3.  Adoption  of  a  travelers  check  system  would  provide 
some  tangible  benefits. 

The  interest  savings  possible  through  delayed 
disbursement  of  travel  funds  is  not  as  significant  in  the 
travelers  check  system  as  it  is  in  the  charge  card  system. 
However,  this  method  does  provide  approximately  a  3-day 
disbursement  advantage  over  the  current  Navy  system.  It 
would  also  provide  direct  savings  through  elimination  of  the 
requirement  to  reimburse  travelers  for  commercially 
purchased  travelers  checks.  In  addition,  the  travelers 
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management  savings  in  a  program  of  this  magnitude  could, 
indeed,  be  significant. 

The  Navy's  current  travel  advance  method  is  basically  a 
"cash"  advance  system  in  which  Treasury  checks  are  usually 
issued  instead  of  currency.  Both  private  and  public  sector 
alternative  travel  advance  methods  were  researched.  The 
draft  payment  system  and  direct  billing  system  were  not 
considered  to  be  feasible  in  consideration  of  government 
travel  requirements.  Two  alternate  systems  appear  to  offer 
significant  advantages  over  the  current  Navy  system.  These 
are  (1)  the  charge  card  system  and  (2)  the  travelers  check 
system.  These  travel  advance  methods  allow  a  delay  in  the 
timing  of  reductions  to  the  Treasury  and  provide  increased 
convenience  for  the  traveler.  Both  of  these  methods  have 
been  successfully  adopted  in  other  Federal  agencies. 

Neither  of  these  systems  requires  the  direct  payment  of 
government  funds. 

B.  CONCLUSIONS 

1.  The  current  Navy  travel  advance  method  is 
unnecessarily  expensive. 

This  method  reduces  Treasury  account  funds  sooner  than 
required,  thereby  raising  Federal  debt  expense.  Also,  it  is 
administratively  burdensome.  A  significant  percentage  of 
current  travel  advances  result  in  overpayments  which  must  be 
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VII.  SUMMARY ,  CONCLUSIONS  AND  RECOMMENDATIONS 


A.  SUMMARY 

The  Federal  Government  is  actively  pursuing  improvement 
in  the  cash  management  practices  of  all  Federal  agencies. 
Considering  that  the  annual  Federal  cash  flow  is  in  excess 
of  one  trillion  dollars  and  that  twelve  cents  of  every 
Federal  dollar  is  currently  spent  on  interest  payments,  it 
is  apparent  that  effective  and  efficient  cash  management 
practices  are  essential. 

The  emphasis  on  cash  management  has  been  evidenced  by 
considerable  recent  legislation  and  Presidential  reform 
initiatives,  many  of  which  directly  effect  Department  of 
Defense  activities.  In  recent  years,  the  Navy  has  been  able 
to  improve  cash  management  practices  in  many  areas. 

Examples  include  the  reduction  of  cash  balances  held  in 
disbursing  offices,  more  timely  bill  payment  and  the  use  of 
Automated  Teller  Machines  (ATMs)  afloat. 

This  study  dealt  specifically  with  the  cash  management 
aspect  of  travel  advances  in  the  Department  of  the  Navy.  In 
fiscal  year  1984,  the  Department  of  Defense  spent  approx¬ 
imately  $3  billion  for  official  travel.  The  FY-84  budget 
indicates  that  Navy  travel  accounts  for  approximately  24%  of 
this  total  or  about  $720  million.  The  potential  cash 
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Figure  6-2  Advance  Payment  Comparison 
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SECTION  C  -  Continued 


C-l.  STATEMENT  OF  WORK  (Continued) 

fg)  vided  under  thia  contract.  When  such  deflcienciea  are  not  correc¬ 
ted  by  che  FAO  within  seven  days  of  notification,  the  Contractor  shall  imme- 
diacely  bring  them  to  Che  attention  of  che  Contracting  Or  ficer's  Representa¬ 
tive  (COR)  designated  in  Section  C  of  this  contract. 

fh)  Government  Responsibilities  -  The  Government  agrees  to- 

(1)  Hold,  account  for  and  protect  travelers  cheques  delivered  Co 
FAOs  using  che  same  the  same  safeguards  as  required  ror  casn. 

(2)  Issue,  refund  for,  and  exchange  such  travelers  cheques  only  Ln 
accordance  with  written  instructions  from  che  Contractor.  Where  the  Contrac¬ 
tor's  instructions  differ  from  Government  rules  and  regulations  and  the  con¬ 
tract,  the  Government  rules  and  regulations  and  the  contract  shall  be  followed. 

(3)  Remit,  on  a  daily  basis,  a  U.  S.  Treasury  check  and  required 
supporting  forms  or  documents  to  the  Contractor  for  the  face  value,  less  any 
discounts,  of  travelers  cheques  issued  that  Jav.  Remittances  shall  be  mailed 
r.o  later  than  ;he  next  business  dav  following  the  day  the  traveirs  cheques 
were  issued.  The  Government  will  consider  the  wire  transfer  or  funds  from 
designated  hign  volume  Issuers  of  travelers  cheques.  In  addition,  the  Govern¬ 
ment  will  work  with  the  Contractor  if  remittances  to  cash  concentration  ac¬ 
counts  are  requested. 

(4)  Accept  liability  to  the  Contractor  for  the  loss  of  blanx  cheques 
while  in  che  accountability  of  the  finance  and  accounting  officer.  Blank 
travelers  cheques  snail  be  Ln  the  account ab 1 1  it y  of  the  finance  and  account. ng 
officer  from  the  time  the  trust  receipt  is  9i^ned  to  the  time  of  issuance  fcv 
the  FAO. 

(M  Not  i  f  v  che  Contractor  inwiediacelv  ...  t  anv  thttr.  l.-is  or  mvster- 
ic-us  d  i  sap  o « a  ranee  of  blank  travelers  cheques,  giving  the  particulars  of  the 


(6)  Assise  Che  Contractor  in  invest  uatir.g  cases  ot  counterfeit, 

fraud,  lost,  or  stolen  cheques  as  are  o rough c  to  its  attention  Nothing  in 
this  paragrspn  shall  restrict  any  liability  under  paragraph  joove. 

(7)  Designate  in  writing  to  the  Contractor  the  person  or  reruns 
at  each  FAO  location  who  are  authorized  to  accept  Je  live  tv  ot  b»ank  travelers 
cheques  . 

The  Contractor  shall  provide  all 
supplier,  cc  rr.-n  _  n  i  c  a  c  ions 

;  v  n  ■  *  .  ^  t  is  .  p «-  r  3 1  .  o "  a  -  d  .  n  '  r  J.  r 

-  j  F  a  c  1  i  r  .  e  -  Inspect;^  -  The  C*.  vei  r.mer :  -i  .  ;  ^  p  t  ;r  n  -  •  '  e 

j.n  c  .  .  n  u  t  \  nr  all  r  ac  :  l  i  r  i  ,*•»  prior  tv  .  ■;  .  r  a  ^  :  a-  : ; 


l  Ccnrracf-rr  Furnished  Equipment 
Tecessafv  office  equipment,  f u m i »h incs , 

>  '  ■  n>s  .  and  related  Hens  necessarv  to 
i  I  l  fie  c.-.-t:  Ji.t  r  e q  u  i  r «.  •" e  ~  t 
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SECTION  C  ■  Continued 


C-l.  STATEMENT  Of  WO RX  (Continued) 

(I)  Defense  Contract  Audit  Agency  -  In  addition  to  any  other  Inspec¬ 
tion  cllute*  In  this  coot  net ,  the  Defaaa*  Contnct  Audit  Agency  ihill  hive 
•cccn  to  ill  trinnct  looi  1  records  under  thll  contnct. 

(J)  Propon  1  Forma  c  -  Proponl  formic  1*  dUcuned  In  Section  L. 

C-2 .  DISCLAIMER  STATEMENT 

All  reports  resulting  from  this  contract  will  contain  Che  following 
disclaimer  statement  on  the  cover  of  such  reports; 

"Hie  views ,  opinions,  and  findings  contained  in  the  report  are  those  of 
the  suthor(s)  and  should  not  ba  construed  as  an  official  Department  of 
the  Army  position,  policy,  or  decision,  unless  so  designated  by  other 
official  docmentadon." 


SZCTIGN  P  -  DELIVERIES  OR  PERFORMANCE 
P-1.  DELIVER! 


Delivery  of  travelers  cheque*  shall  begin  on  1  July  1984  for  imediste 
Issuance  and  us*  by  Department  of  the  Army  employees. 

F-2 .  TERM  OP  CONTRACT 


The  period  of  this  contract  »h*Il  be  from  1  July  1984  through  30  June 
1985.  The  Government  shall  have  the  option  of  extending  the  performance 
period,  subject  to  the  term*  and  conditions  herein,  for  two  additional 
I  twelve  (12)  months  periods,  provided  that  the  Contracting  Officer  furnishes 

written  notice  to  the  Contractor  thirty  (30)  days  prior  to  the  expiration 
date  of  the  existing  term.  The  duration  of  this  contract,  to  Include  any 
option  periods  exercised,  shall  not  exceed  thirty-six  (36)  months. 


SECTION  G  -  CONTRACT  ADMINISTRATION  DATA 

C-  1  .  CONTRACTING  OFFICER'S  REPRE SENTAT  1  VI  (COR) 

(a)  The  Contracting  Officer**  Representative  (COR)  for  this  concract 
la  CPT  John  Herko.  CRT  Uerko's  address  is  Coaxaander,  U.  S.  Army  Finance  and 
Accounting  Center,  Attn:  DACA-FAY-A,  Indianapolis,  IN  46249,  and  his  tele¬ 
phone  numbers  sre  (317)  542-3280  or  Autovon  699-3290.  The  COR  1*  designated 
to  receive  for  the  Government  reports  and  other  material  called  for  In  the 
contract  snd  to  represent  Che  Contracting  Officer  in  the  technical  phases  of 
the  work. 

(b)  The  COR  Is  not  authorised  to  change  ar.y  of  the  terms  or  conditions 
of  the  contract.  Changes  shall  only  be  maje  bv  the  Contracting  Officer  by 

a  properly  signed,  written  modification  to  the  contract. 


* 


9.00l>»  Ue9t«rn  Union  lout  tons  ate  able  to  provide  emergency  refunds  In  the  U  S., 
Doe.  not  Include  additional  outlets  In  Canada.  Mexico,  and  the  Caribbean  able  to 
provide  limited  service  on  j  case  basis. 
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SECTION  I  -  CENT HAL  PHOVISIONS 


CIA  OSES  INCOH7QRATTP  ST  8EFERZNCE  ( 4fR  19841 


Thla  contract  lncorporataa  Cha  following  clauaaa  by  reference,  with  the  nu  force 
aod  affect  aa  If  they  «ra  given  In  full  text.  Open  reqoeet,  the  Contracting  Officer 
will  aake  their  full  text  available. 


I.  FEDERAL  ACQUISITION  gECUOATlON  (48  C7R  CHAPTER  1)  CLAUSES 


Title 

Date 

Reference 

Def taltlons 

APR 

1984 

52.202-01 

Official*  Not  to  Benefit 

APR 

1984 

52.203-01 

Grituitlta 

APR 

1984 

52.203-03 

Covenant  Against  Contingent  Feet 

APR 

1984 

52 .203-05 

Priorities,  Allocaclooe,  and  Allotments 

Utilization  of  Small  Business  Concerns  and 

APR 

1984 

52 .212-08 

Small  Disadvantaged  Business  Concerns 

APR 

1984 

52.219-08 

Utilization  of  Woman-Owned  Small  Businesses 

APR 

1984 

52.219-13 

Preference  for  Labor  Surplus  Area  Concerns 

APR 

1984 

52.220-01 

Utilization  of  Labor  Surplus  Area  Concerns 

APR 

1984 

52.220-03 

Convict  labor 

APR 

1984 

52.222-03 

Equal  Opportunity 

Affirmative  Action  for  Special  Disabled  and 

APR 

1984 

52.222-26 

Vietnam  Era  Veterans 

APR 

1984 

52.222-35 

Affirmative  Action  for  Handicapped  Workers 

APR 

1984 

52.222-36 

Limitation  on  Withholding  of  Payments 

APR 

1984 

52.232-09 

Assignment  of  Cls 1ms 

APR 

1984 

52.232-23 

Disputes  -  Alternate  I 

Notice  aod  Assistance  Regarding  Patent  and 

APR 

1984 

52.233-01 

Copyright  Infringement 

APR 

1984 

52.227-02 

Interest 

APR 

1984 

52  .2  32-  17 

Examination  of  Records  by  Comptroller  General 

APR 

1984 

52.215-01 

Audit  -  Negotiation 

APR 

1984 

52.215-02 

Facilities  Capital  Cost  of  Money 

APR 

198. 

52.215-30 

Waiver  of  Facilities  Capital  Cost  of  Money 

APR 

1984 

52.215-31 

Termination  (Coat  Reimbursement) 

APR 

1984 

52 .249-06 

Allowable  Coat  and  Payment 

APR 

1984 

52.216-07 

Insurance  -  Liability  to  Third  Persons 

APR 

1984 

52.228-07 

Notice  of  Intent  to  Disallow  Coses 

Subcontracts  Under  Coat-Reimbursement  and 

APR 

1984 

52.2.2-01 

Letter  Contracts 

APR 

1984 

52 .244-02 

Excusable  Delays 

Government  Property  ( Cos t -Re lmburseae nc , 

APR 

1984 

52.249-14 

Time-and-Mac er la  1 ,  or  Labor-Hour  Contracts) 

APR 

1984 

52.245-05 

Changes  -  Coat  Reimbursement  -  Alternate  I 

APR 

1984 

52  .2  4  3-02 

Patent  Indemnity 

APR 

1984 

52.227-03 

Authorization  anil  Consent 

APR 

19*4 

52  .  7  7  -  9 1 

L lmi t a c 1  on  of  Liability  -  Services 

APR 

19°. 

5: ' 
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APPENDIX  C 


CITICORP  DINERS  CLUB  GOVERNMENT  CARD  PROGRAM 


COLLECTION  PROCEDURES 


ce. Inc  :E'«T  n*s 


Delinquency  Category 

To  tne  Employee 

To  tne  Agency 

30  Days  Past  Oue 

A  delinquency  notice 

'  Oei  no  .ercy  is  reflected 

(Second  consecutive 

will  appear  on  the 

on  Poth  tne  TLA  3ALAN.CS 

billing) 

emp loyee' s  billing 

and  t c. w xi p  uXlilPTIvjN 

statement . 

reP-rts  . 

If  tne  amount  past 

Tne  coordinator  is 

due  exceeds  tne 

not  if ied  of  al 1  calls 

established  spending 

made  to  employees. 

guide  1 i nes ,  the 

Account  Special ist 

may  cal  1  the  employee 

35  days  Past  Oue 

*  A  CA-1  Col  lection 

Letter  will  ae  sent 

informing  emol )yee 

of  lata  payment. 

46  Oays  Past  Oue 

*  A  past  due  reminder 

*  Coordinator  is  also 

letter  is  sent  to 

not i f ied  of  f o 1  low-up 

the  emo loyee. 

calls  maue  to  employees . 

Coordinator  receives  a  AS- 

days  past  due  list  of 

del  mquent  accounts  . 

60  OayS  3ast  Oue 

"  A  CA-2  Co  1  lection 

’  A  copy  )f  the  CA-2 

(Third  Consecutive 

Letter  informing  the 

Collect  ion  getter  is  sent 

Billing) 

emolo/ee  tr  card 

to  the  Coordinator . 

Suspension  is  sent. 

Active  telecncne 

delinquency  is  reflected 

contacts  are  started 

on  ootn  tne  TP [ i|_  3Ai_A‘M£ 

and  promises  for  pay- 

anq  PSCAP  £  (CE; TICN 

ment  are  followed  up . 

reports . 

Account  is  reviewed 

for  cancellation. 

'5  Oays  Past  Oue 

A  CA-2  Co  1 lect ion 

CoDrvnator  '“ece’ves  a 

Letter  is  sent  to 

75-da/s  oast  due  list  of 

emo loyee . 

delinquent  accounts 

Car smelter  is 

Coonl-nattn  also 

notified  by  telephone 

al^GCed  Df  pn-jomq 

Of  continued 

Je  i  1  ncjfr'ic /  jnl  jDCJimnj 

( continued) 

de 1 i nouency . 

pos  s  1  d  1  -a  arc?  \  ! at  1  on 
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COLLECTION  PROCEDURES 


DELINQUENT  ACCCL'ME 


Delinquency  Category 

To  the  Employee 

To  the  A.gency 

75  Days  Past  Oue 
(continued) 

Charge  privileges 
may  be  suspended. 

It  is  possible  for 
the  employee  to 
continue  to  use  the 
card  if  charges  are 
below  the 

established  limits. 

If  the  charge 
exceeds  the  limits 
it  will  be  denied. 

Pol  low-up  is 
continued  until 
account  is  paid. 

*  Del inquent  accounts 
may  be  cancel  led 

90  Days  Past  Oue 

The  delinquent 
account  may  be 
cancel  led 

4  The  account  may  be 
referred  to 
pre-Legal  for 
disposition . 

*  Coordinator  is  notified  of 
cancelled  account. 

NOTE:  Exceptions  to  Collection  Procedures  are  as  follows: 

-  Termination  of  employment  results  in  automat ‘c  cancellation 

-  Lost  or  stolen  cards  are  automatically  :anceil=J  ana  re- issued  -» t ; n 
new  numbers 

-  Adverse  actions  may  not  be  taxed  if  Je  1 1  nquerc  y  is  small,  if  it  is 
justified  or  if  payment  arrangements  have  been  made 

-  Exceptions  may  be  allowed  when  discussed  and  approves  by  Citicoro 
Diners  Club  management 

-  Cards  will  not  be  cancelled  without  prior  consultation  with  Program 
Oi rector . 

The  following  is  a  Collection  Matrix  detailing  the  monetary  criterion  for  each 
phase  of  the  collection  process.  ‘ 
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SAMPLE:  30-PAY  DELINQUENCY  ADVICE  PROM  CITICORP  OINEPS  CLUB 


January  26,  1984 


RE:  Account  No.: 

Balance  Oue: 


Dear _ 

As  of  _ ,  we  have  not  received  your  payment  for  your  past  due 

bal  ance  of  S  _ . 

If  your  payment  has  already  been  mailed,  please  disregard  this 
notice.  However,  If  this  is  not  the  case,  please  send  your  payment 
today  for  the  amount  shown  above. 

Should  you  require  assistance  or  have  questions  regarding  your 
account,  please  call  me  at  (303)  799-9000.  In  the  meantime,  we 
would  appreciate  payment  of  the  unquestioned  amount. 


S i ncerel y , 


Account  Specialist 


C A 1  (1/34) 
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SAMPLE  :  60-DAY  DELINQUENCY  A  j  V  ICE  FPQm  ■;  I";:;:  a  PCiEPS  t  L.  J  3 


January  26,  1984 


RE:  Account  No.: 
Balance  Oue : 


Clear 


We  have  tried  unsuccessfully  several  times  to 
your  past  due  Citicorp  Oiners  Club  Government 
like  to  offer  you  the  ooportunity  to  pay  your 
$  _  before  we  contact  your  Program  3 


reach  you  regarding 
ac c 3u n t  .  we  would 
past  due  balance  of 
rector  for  assistance. 


We  will  expect  to  receive  your  check  by  _ .  If  there  is  a 

problem  or  question  about  your  account,  p.ease  pay  tie  unquestioned 
amount  and  contact  me  at  (303)  399-9000  to  discuss  your  concern. 


In  order  for  us  to  allow  you  continued  Charge  privileges,  your 
prompt  personal  attention  to  this  matter  is  required. 


S i ncere 1 y , 


Account  Specialist 


CA2  (1/84) 
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SAMPLE:  90-QAY  DELINQUENCY  ADVICE  FRQ«  C  !  T  !  C  0  ^  ?  DINERS 


January  26,  1984 


R£ :  Account  No  , : 

3alance  0  ue  : 


Oear  _ 

Your  Government  account  has  been  cancel',  e  a  ,  mo  ;  3  n  t  i  n  ■  j  e  a  use  o  f 
your  Diners  Club  Government  C  a  r  -)  i  s  1  is  u n  1  a  a f j  !  ,  Please  :  u  t  t n  e 
credit  card  issued  to  you  on  benalf  of  i  A^nty  m  -alf  mo  nu-mn 
It  in  the  enclosed  envelooe,  or  you  may  compl*'-,  mo  net.rn 

the  following  certificate. 

I  CERTIFY  I  (RETURNED),  (LOST),  (DESTROYED)  The  CiTICJAR  DINERS  CL  J  3 
GOVERNMENT  CARD  ON  OR  ABOUT  _ ,  1?  _ . 


SIGNATURE 


DATE 


S i ncerel y, 


Account  Specialist 


cc :  (Program  Director) 
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SAMPLE  : 


mcuq  tq  EMPLOYEE  FROM  AGE'ICY 


INFOS'* IMG  DELINQUENCY 


TQ 

FROM 

SUBJECT 


DATE  : 


CITICORP  DINERS  CLUB  PAST  DUE  NOTICE 
RE :  ACCCUNT  NUMBER  3 S 8 9 


i 


The  C  i  1 1  c  o  r  p  Diners  C  1  u  o  T  «■  i  a  1  Balance  Report  dated  _ 

sno«s  your  account  Is  nox  delinquent. 

Our  agreement  « i  :  h  C  i  t  i  c  o  r  p  Diners  C  1  u  b  requires  that  all 
outstanding  charges  he  paid  upon  recetot  of  y o u r  Citicorp  Diners 
Club  monthly  statement.  You r  pnarge  p  r  t  v  i  1  e  g  e  s  « i  I  I  be  Subject  to 
suspension  if  you  do  not  5  r  a n  g  your  account  to  3  c  u  r  '  e  n  t  Status 
prior  to  tne  next  Billing  date. 

Any  questions  concerning  your  statement  should  he  addressed  to: 

Citicorp  Diners  Jluo 

PO  3 o  x  5064 

Denver  ,  CD  302  1  7 

Attn:  Government  Se-vices 

Please  submit  your  payment  'or  tne  total  Balance,  botn  pjr-ent  anq 
past  due,  to  Citicorp  3mers  Club  promptly.  Du'  record  indicates 
the  amount  required  to  cring  your  account  dur-en;  is  S 


Regards, 
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SAMPLE 


SECONO  WARNING  TO  EMPLOYEE 


TO:  DATE: 

PROM: 

SU8JECT:  CITICORP  DINERS  CLU8  DELINQUENCY  NOTICE 

RE:  ACCOUNT  NUM8ER  3839 _  _ 


The  Citicorp  Diners  Club  Trial  8alance  Report  dated  _ 

shows  your  account  has'  still  not  been  settled. 

Our  agreement  with  Citicorp  Oiners  Club  requires  that  all 
outstanding  charges  be  paid  upon  receipt  of  you r  Citicorp  Oiners 
Club  monthly  statement.  Your  charge  privileges  will  be  subject  to 
suspension  and  cancellation  if  you  do  not  bring  your  account  to  a 
current  status  immediately. 

Any  questions  concerning  your  statement  snould  be  addressed  to: 

Citicorp  Oiners  Club 

PO  Box  5064 

Oenver,  CO  30217 

Attn:  Government  Services 

Please  complete  the  following  information  and  return  tnis  notice  at 
once  to  my  attention. 


Amoun  t  P  a i d :  S 

0  a  t  e  3  a  '  d  : 

S  l  g  n  a  t  u  r  e  : 


Regards, 
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FROM 


SUBJECT 


CITICORP  DINERS  CLU8  FINAL  NOTICE 


RE:  ACCOUNT  NUM3ER  3339 


We  'lave  been  adv’sed  by  Citicorp  Diners  Club  tnat  your  account 
remains  delinquent.  It  is  now  seriously  past  3ue. 


Our  records  show  tnat  your  statement 

S _ .  Please  pay  the  total 

i mmed i a  t  e I y . 


Indicates  a  balance  Cue 
amount  of  the  statement 


o  f 


Compliance  is  required  to  avo’d  remedial  action  tnat  will  resul 
loss  of  your  Government  Card  cnarge  privileges. 


Regards , 


MICROCOPY  RESOLUTION  TEST  CHART 

NATIONAL  BUREAU  OF  STANDARDS- 1963 -A 


STANDARD  REPORTING  PACKAGE 


Oetermlne  Management  Reporting  Requirements 

Citicorp  Diners  Club  provides  you  with  a  comprehensive  selection  of 
monthly  reports  to  enhance  management  the  Diners  Club  Government 
program. 

The  reports  are  designed  to  help  you: 

*  Plan  budgets 

*  Track  spending 

Monitor  departments  and  cost  centers 

*  Assure  adherence  to  budgets 

*  Reduce  administrative  costs 

*  Help  negotiate  better  vendor  discounts 
Sort  Sequence  Selection 

To  provide  reports  that  will  satisfy  each  Agency's  accounting  needs, 
sort  sequences  may  be  designated  for  each  summary  account.  The  sort 
sequence  facilitates  the  collection  of  information  by  providing  it 
in  a  set  format,  thus  eliminating  the  tedious  chore  of  having  to 
manually  extract  specific  Information  from  the  body  of  a  report. 

The  sort  sequence  is  a  breakdown  by  category  as  specified  by  the 
Agency.  These  categories  are  entered  on  the  Application  (Exnibit  1) 
In  the  Optional  Employee  Oata  Field.  For  example,  if  the  Agency  re¬ 
quires  their  reports  divided  by  region  and/or  division,  they  may  en¬ 
ter  regional  and  divisional  codes  (alpha-numeric)  in  either  Field  1 
or  3  on  the  Application  (Exhibit  1),  and  specify  the  sort  sequence. 
The  sort  sequence  will  not  only  ensure  a  specific  breakdown  by 
Fields  1  and  3,  but  will  also  sub-total  the  data. 

It  is  Important  to  note  that  although  an  Agency  may  feel  certain  in¬ 
formation  is  necessary  in  their  management  reports,  and  they  enter 
this  Information  on  the  Application  (Optional  Data  Fields),  this 
does  not  necessarily  mean  the  reports  must  sort  by  this  informa¬ 
tion.  It  simply  means  that  the  Information  will  be  printed  out  with 
the  employee's  name  and  card  number.  For  example:  If  the  Agency 
fills  out  Field  1  (Cost  Center),  but  elects  an  alphabetical  sort  se¬ 
quence,  the  report  will  only  sort  a  1 ph abe t i c a  11 y ,  but  will  indicate 
the  Cost  Center  by  the  employee  name  in  the  Cost  Center  Field. 
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Standard  Reports  Include: 


*  R.E.C.A.P. 

Review  of  Employee  Charge  Activity  Performance 
RECAP  is  a  management  tool  which  lists: 

-  Monetary  activity  by  employee  for  the  current  month  billing 
period  as  well  as  YTO  activity. 

-  Spending  activity  grouped  by  type  of  service  category 
including  number  of  transactions  as  well  as  dollar  amounts. 

*  R.E.C.A.P.  Exception  Listing 

This  report  is  designed  to  alert  you  to  any  accounts  which  may 
require  special  attention,  such  as: 

-  Government  Cards  reported  to  be  lost,  stolen  or  cancelled 
which  still  show  current  activity. 

-  Accounts  which  have  a  spending  adjustment  and/or  total  charges 
exceeding  the  monthly  guidelines  determined  by  the  agency. 

-  The  total  dollar  amount  of  past  due  accounts  as  well  as  the 
oldest  aging  category. 

*  Projected  Renewal  Report 
The  Renewal  report  lists: 

-  Employee  accounts  which  will  expire  within  a  three  month 
per  1 od . 

-  The  correspond  1 ng  cumulative  charge  activity  for  the  account 
during  the  preceding  nine  months. 

Account  cancellations  or  known  address  changes  should  be 
reported  to  Citicorp  Oiners  Club  so  interrupted  service  can  be 
provided  to  all  employees  receiving  a  new  Government  Card. 

’  Agency  Member  List 

This  report  is  an  account  listing  of  all  employees  enrolled  in 
the  Government  Card  System.  It  lists  the  individual's  name, 
account  number,  address,  department  and  Card  expiration  dace. 

The  Member  List  can  be  created  monthly  or  when  needed. 


A  separate  Member  List  will  be  provided  wnen  the  Government 
Travel  System  Is  implemented.  Since  there  are  no  cards  issued, 
the  SATO  or  Travel  Management  Center  will  use  this  report  to 
determine  the  account  numbers  against  which  employee  charges 
should  be  billed. 

Individual  Account  Activity  Summary 

•  Details  all  monthly  employee  debit  and  credit  charge  activity. 

-  Contains  the  Information  reported  in  the  employee's  monthly 
statement . 

-  Provides  a  continuous  report  format  for  use  in  reconciling 
account  activity. 

Trial  Balance  Report 

This  repqrt  helps  monitor  employee  payment  delinquencies. 

-  Report  Is  sorted  by  past  due  balances  with  the  oldest  aging 
category  first  (i.e.,  120,  90,  60,  30-day  history). 

-  Employees  with  current  balances  or  credits  due  appear  last. 

-  Agency  totals  are  reflected  at  the  end  of  the  report. 

Vendor  Analysis  Report 

This  report: 

-  Allows  the  Agency  to  analyze  pricing  strategy  with  vendors  to 
realize  more  favorable  discount  rates. 

-  Summarizes  analysis  of  spending  by  es t ab 1 i s hmen t s  listed 
geographically  by  state  and  city. 

-  Reflects  the  frequency  of  and  total  dollar  amounts  for  all  car 
rental  and  hotel/motel  cnaln  transact  ions . 

-  Summarizes,  by  category,  charge  activity  for  restaurants  and 
ma jor  a i r 1 1 nes . 

Airline  Credit  Report 

Th  1  s  Report  lists: 

-  Individual  transact  Ions . 

-  Dollar  amounts  of  all  airlines  credits  issued  to  accounts. 
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Allowing  you  to: 

-  Monitor  all  employee  airline  credit  activity. 

-  Review  full  or  partial  (f.e.,  down-graded  tickets)  refunds  to 
individually  billed  employees. 

*  Monthly  Volume  Report 

This  report  provides  an  agency  with  a  monthly  analysis  of  all 
charge  activity  which: 

-  May  be  produced  quarterly. 

-  May  be  provided  as  a  year-end  summary. 

-  Reflects  the  number  of  cards  issued  for  each  summary  account 
location. 

-  Can  be  sorted  by  employee  account  number,  cost  center, 
department,  etc.,  in  accordance  with  the  specific  needs  of  the 
agency . 

*  Monetary  Activity  Report 

For  use  with  automated  systems. 

Special  Reports  Include: 

GSA  is  provided  additional  reporting  which  tracks  federal  travel 
expenditures  on  an  aggregate  basis.  The  reports  produced  include: 

*  Audit  Report 

The  Audit  Report  lists,  by  account  number,  all  monetary 
transactions  exceeding  $300.  This  report  is  used  by  the  Office 
of  Tr ans por t a 1 1  on  Audits  to  track  high  dollar  volume  charge 
items  incurred  on  all  Government  Accounts. 

*  Common  Carrier  Report 

The  Common  Carrier  Report  provides  the  Office  of  Tr ans por t a t i on 
Audits  with  a  list  of  all  Common  Carrier  Transactions  and  the 
corresponding  Fare  basis  and  leg  information. 


Review  of  Employee  Charge  Activity  and  Performance 


This  report  allocates  employee  expenditures  to  six  selected  travel 
and  living  categories.  The  format  In  which  the  monetary  and 
transaction  data  Is  presented  is  determined  by  the  Agency  (Sort 
options  available  are:  employee  number,  last  name,  cost  center, 
social  security  number,  department). 


VENDOR  ANALYSIS  REPORT 


This  report  Is  a  summary  of  spendi 
geographically  by  state  and  city, 
strategy  with  vendors.  It  covers 
chains,  restaurant,  and  major  airl 


ng  By  establishment  and 
It  allows  you  to  analyze  pricing 
all  major  car  rentals,  hotel/motel 
1  nes . 
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